MEMORANDUM

TO: Members, Higher Education Strategic Master Plan Work Group
Members, Higher Education Coordinating Board
Higher Education Stakeholders

FROM: Representative Phyllis Gutierrez-K enney
Senator Don Carlson
Co-Chairs, Higher Education Strategic Master Plan Work Group

DATE: July 22, 2003

SUBJECT: Summary of July 7, 2003 Work Group Discussion

Attached below is asummary of the July 7 discussion between members of the Work Group, the
Higher Education Coordinating Board, and the higher education community.

This summary reflects the dialog that occurred at the meeting and is intended to provide
guidance from the Work Group as awhole to the HECB in its further devel opment of the 2004
Strategic Master Plan for Higher Education.

Members of the Work Group, and the higher education community, will have additional

conversations and discussion about the themes presented in this summary. This, however,
represents a beginning point for those discussions.



Higher Education Strategic Master Plan Work Group
Policy Direction for the 2004 Strategic Master Plan

Summary of July 7, 2003 Work Group Discussion

On July 7, 2003, the Higher Education Strategic Master Plan Work Group (created by ESHB
2076) convened a roundtable discussion focused on the following questions:

= What topics should be addressed in the strategic master plan?
= What does the state expect from higher education for its citizens?
=  What are the state’ stop priorities for higher education over the next five to ten years?

What followsis a synopsis of the discussion, organized by major theme. Thissynopsisis
intended to provide legidative guidance and policy direction to the Higher Education
Coordinating Board in its development of the 2004 strategic master plan for higher education.
An interim report is due December 15, 2003.

1) Access

= The strategic master plan should contain projections for how many students the state will
need to serve within various future timeframes and in what fields instructional capacity
will be needed.

= The plan should examine the effectiveness of transfer to the four-year institutions to
ensure that sufficient capacity is available for transfer students.

= The plan should also examine whether current policies are adequate regarding students
responsibility to complete degree and certificate programs in atimely fashion so that
limited resources benefit as many students as possible.

The looming challenge of providing sufficient access to higher education to meet demand from
increasing numbers of potential students threatens to overwhelm all other issues. It causes usto
guestion whether our previous assumptions about higher education can continue unchallenged.
For example, can we afford our open-door policy at the community and technical colleges? Can
we continue significant over-enrollment at al of our institutions?

If we aretrying to provide “accessto al,” we must clearly justify this goa (and the additional
funding needed to accomplish it). If not, we must manage student and parent expectations to
avoid false hopes.

2) Funding

= The plan should include recommendations for changing how the state funds higher
education.
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= The plan should reflect coordination and integration of planning, policy decisions, and
operating and capital funding.

Funding is the close corollary to access. one cannot be accomplished without the other. In
addition to considering total funding for higher education, however, we must examine how the
current funding methodol ogy creates incentives and disincentives and drives institutional
behavior. If the state has an interest in expanding high cost programs, for example, continuing to
fund enrollment based on an average cost per student might not accomplish this goal.

We must also gain a better understanding of what it takes to produce the end product: a degreed
student. Current information about the marginal cost of adding new enrollment is not sufficient.

3) ServiceDelivery Models

= The strategic master plan should include recommendations for how higher education
services should be delivered and by which institutions. Service delivery should reflect
the distinct roles and missions of the higher education institutions.

» |ndeveloping the recommendations, the HECB should consider the changing nature of
service delivery, such as distance learning and off-campus center models, and the
changing nature of the student population, including mid-career and placebound students.

To be useful, the strategic master plan must provide guidance to the institutions as they develop
and implement programs. The plan should also be revisited periodically as circumstances
change. In planning for the future, the HECB should not be constrained by how education is
currently delivered, but ook for different alternatives and options. The HECB should also
factor in the costs and efficiencies of various service delivery models.

4) Higher Education and Economic Development
= The strategic master plan should recommend ways for the state and institutions to be
more responsive to the needs of employers seeking trained individuals in particular high

demand fields.

=  The plan must recognize that higher education has multiple purposes--academic,
economic, and civic--and seek to strike a balance among them.

=  The recommendations should reflect the different roles and missions of institutions and
higher education sectors.

= The plan should suggest options for the state to support the research mission of higher
education, asit pertains to economic development.
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5) Accountability

» The strategic master plan should recommend specific indicators of institutional
performance that can be reported and monitored, along with reporting timelines. The
indicators should reflect the state’ s priorities but avoid micromanagement of institutions.
Fiscal responsibility and cost management should be among the performance indicators.

= The plan should also identify the types of information needed from institutions to assure
consistent and comparable reporting.

The Legidslature and the public expect higher education institutions to continually improve and
become more efficient. We need assurance, for example, that obsolete programs are not
consuming space and resources or that barriers do not inhibit students wishing to transfer
between ingtitutions. The HECB and the institutions should identify appropriate indicators of
success in meeting the state’ s goals.

At the same time, more work should be done to describe and then measure the desired outcomes
of a higher education — not merely the gaining of a degree or ajob after graduation — but the
value-added of creating a better educated citizenry.

6) LearningasaLifelong Continuum: P-16 and Beyond

» The strategic master plan should recommend strategies to increase the connections
between the state’ s postsecondary and K-12 education systems. Options include
improved communication and better alignment of assessment, entry and exit
regquirements, and curriculum. The importance of counseling at both the K-12 and
postsecondary levels should be recognized.

= The plan should consider options for expanding dual credit options for students, to
provide students with alternatives but also to reduce enrollment pressures.

What happens in our schools influences what happensin our colleges and universities. Not only
are we expecting the state’ s largest high school graduating class in 2008, but those students will
have experienced education reform with standards-based learning and assessment. We anticipate
these students will be better prepared, but we must also take active steps to reduce the need for
remediation.

At the same time, what happens in colleges and universities, particularly regarding entrance

requirements, has a strong influence on high schools. Students and their parents would benefit
from improved communication about expectations, as would high school counselors.
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7) Financial Aid

= A central purpose of the strategic master plan continues to be recommendations and
strategies for assuring that as many students as possible can afford access to higher
education.

The HECB and Legislature have remained firmly committed to affordability over the years,
providing additional funding for financial aid to keep pace with rising tuition for the neediest
students.

8) Overall Structure of Strategic Master Plan

= The strategic master plan must represent a balance between what higher education in
Washington “should” be and what it “can” be, given resource constraints.

= The plan should be both visionary and realistic, permitting the Legislature to make
difficult choices and set priorities. Options should be provided that allow the Legislature
to know the consequences of one choice over another.

Fundamentally, we do not want a strategic master plan that sits on ashelf. To avoid this, the
plan must be relevant and contain concise, clear recommendations. It must provide avision, but
present its strategies and recommendations in phases and incremental steps. It must include
benchmarks and methods for monitoring and accountability. Asthe Legislature makes policy
and budget decisions, we can use the plan to debate priorities and tradeoffs. We will be
informed about the consequences of those decisions. We will also be able to monitor our
progress.
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Objectives of ESHB 2076

Statewide Strategic Master Plan for Higher Education

The following statements summarize the main objectives behind ESHB 2076 and
' how these objectives were addressed in the legislation. a

Washington needs a common strategic vision for higher education to guide planning and
decision-making,.

* ESHB 2076 re-affirmed and strengthened the strategic planning role of the Higher
Education Coordinating Board (HECB). :

The statewide strategic master plan should focus on the most critical issues and create a
public agenda for higher education in Washington.

* In ESHB 2076, the HECB is directed to develop a statewide strategic master plan that:
o Proposes a Vision _ :
o Identifies Goals and Priorities :
o Specifies Strategies for maintaining and expanding Access, Affordability,
Quality, Efficiency, and Accountability

The-statewide strategic master plan should be developed collaboratilve]y with stakeholders,
the Legislature, and the Governor. ’

* The HECB will collaborate with the four year institutions, Council of Presidents,
community and technical college system, Workforce Training and Education
Coordinating Board, Superinténdent of Public Instruction, and independent institutions.
The Board will also seek input from students, faculty, community and business leaders.

= ESHB 2076 creates a Legislative Work Group to define legislative expectations and
provide policy direction for development of the 2004 plan. Every four years, a draft plan
will be considered in December to permit modifications and input before a final plan is
submitted the following June.

The statewide strategic master plan should be a guide for decision-making at both the state
and institution level. :

* ESHB 2076 directs.the HECB to present the vision, goals, priorities, and strategies in the
plan in a way that provides guidance for institutions, the Govemnor, and the Legislature.
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. The'.HECB must review future budget operating and capital budget requests from
institutions based on how they align with and implement the plan.

* Four-year institutions and the State Board for Community and Technical Colleges must
- align their institutional and system-level strategic plans with the statewide plan.

All parties should be held accountable for implementing the goals and objectives of the
statewide strategic master plan.

* The HECB must recommend specific actions to be taken to implement the strategic
master plan and identify measurable performance indicators and benchmarks for gauging
progress.

* The strategic plan of each four-year institution and the community and technical college

system must also contain measurable indicators and benchmarks that ali gn with the
statewide plan. :
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TEXT OF STUDY DIRECTION TO WORK GROUP (ESHB 2076

NEW SECTION. Sec. 7. (1) A legislative work group is
established to provide guidance for the statewide strategic
master plan for higher education and review options pertaining to
the higher education coordinating board. -The legislative work
group shall consist of the members of the house of
- representatives and senate higher education and fiscal
. committees. Cochairs shall be the chair of the senate higher

-education committee and the chair of the house of representatives.
higher education committee. '

(2) The legislative work group shall:

(a) Define legislative_expectétibns and provide policy
direction for the statewide strategic master plan for higher
education under section 2 of this act; :

(b) Make récommendations.for ensuring the coordination of
higher education capital and operating budgets with the goals and
~priorities in the statewide strategic master plan for higher

education; and ' :

(c) Examine opportunities to update the roles and

- responsibilities of the ‘higher education coordinating board,
including alternatives for administration of financial aid and
other programs; review of institution budget requests; approval
of off-campus programs, centers, and consortia; and collection

" and analysis of data. '

(3) The legislative work group shall use legislative
facilities and staff from senate committee services and theé
office of program research.

_ (4) The legislative work group shall report its findings and
recommendations to the legislature by January 2, 2004.

(5) This section expires July 1, 2004.






HIGHER EDUCATION STRATEGIC MASTER PLAN WORK GROUP -
(ESHB 2076) |

TENTATIVE WORKPLAN

1 July 7 Work Group Members
: Other Legislators -
HECB Members

Roundtable Stakeholders

Discussion

Facilitated

by Pat Callan | What topics should be addressed in the strategic master plan?
E-mail/ | July, August Circulation of draft summary of discussion
Phone Priority-setting for further work

2 September 17 Work Group Members

Other Legislators
- (Committee _
Assembly) 1. Review Other HECB Functions
2. Discuss Options and Alternatives
E-mail/ | October, Review draft findings/recommendations

Phone | November

3 December 3 Work Group Members

- Other Legislators
- (Committee :
Assembly) Wrap-up Discussion: Other HECB Responsibilities

2076 wkpln ' 7/2/2003



ngher Education Strategic Master Plan Work Group - Members

Representative Phyllis Kenney, Co—Chair
R_epresentati?e Dawn Morrell
Representative Mark Miloscia
Representative'Don Cox

Representative Fred Jarrett

Representative Skip Priest

June 2003

Senafor Don Carlson, Co-Chair
Senator Dave Schmidt

Senatof Joyce Mulliken
Senator J eaﬁne Kohl-Welles
Senator Betti Sheldon |

Senator Lisa Brown



" FINAL BILL REPORT
| ESHB 2076
C130L 03
Synopsis as Enacted

Brief Description: Requiring a statewide strategic master plan for higher education.

~ Sponsors: By House Committee on Higher Education (originally Spon;s'ored by
‘Representatives Kenney, Cox, Fromhold, Chase, Miloscia, Conway, Berkey,
Upthegrove, Moeller, Wood and Schual-Berke). '

House Committee on Higher Education
Senate Committee on Higher Education

Background:

The Higher Education Coordinating Board (HECB) was created by the 1985 Legislature.
It has responsibilities for planning and coordination; is assigned a variety of rule-making,
regulatory, and administrative responsibilitiés; and manages an array of state financial ai
programs. '
Comprehensive' Master Plan. The HECB is charged with identifying the state’s higher
education goals, objectives, and priorities. The HECB is also directed to establish role
and mission statements for the various institutions, including the community and technical
. college system. Every four years the HECB updates a master plan for higher education,
in consultation with public and private institutions and other state education agencies.
The statute outlines a number of needs assessments to be included in the master plan,
such as: ' ' ‘

- - basic and continuing needs of various age groups;
-~ business and industrial needs for a skilled work force;
demographic, social, and economic trends;
college attendance, retention, and dropout rates; and
needs of recent graduates and placebound adults.

At the time of its creation, the HECB was directed to place its initial planning priorities
on heavily populated areas underserved by public institutions. In addition the HECB:
recommends enrollment levels, tuition and fee policies, and priorities for financial aid
based on comparisons with peer institutions.

When a new master plan is created, the HECB submits it to the Legislature for approval

by concurrent resolution. Once approved, the plan is intended to serve as the state’s
higher education policy. The next master plan is due to the Legislature by December 1,
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2003.

In addition to the state master plan, institutions are supposed to develop their own
mstitution-level plans and the State Board for Community and Techiical Colleges

(SBCTC) develops a system plan for community and technical college training and
education. :

HECB Regulatory Responsibilities. The HECB is respousible for reviewing and
approving certain activities of the four-year institutions, including new degree programs
and off-campus programs and education centers. There are no statutory criteria for this .
- review. The HECB also evaluates and makes recommendations to the Governor and the
Legislature on operating and capital budget requests from the four-year institutions and
the community and technical college system. This review is based in part on the findings
from the master plan. : '

Review of the HECB Mission. In a 2003 report the Washington State Institute for Public
Policy found varying opinions among interview respondents about how the HECB is
meeting its mission. Generally, the HECB’s regulatory responsibilities were viewed less
favorably than its administrative responsibilities. Many respondents spoke of the HECB
role in planning as its most important function, at least in theory. There was, however,
criticism of recent master plans. '

Summafy:

Statewide Strategic Master Plan. The HECB is directed to develop a statewide strategic
master plan for higher education that proposes a vision and identifies goals and priorities
for higher education. The HECB will also specify strategies for maintaining and
expanding access, affordability, quality, efficiency, and accountability. In addition to
consulting with institutions and state education agencies, the HECB will seek input from
the Council of Presidents, students, faculty organizations, community and business
leaders, the Legislature, and the Governor.

The HECB’s current responsibility to develop ‘institutional role and mission statements
forms a foundation for the plan. In performing this function, the HECB is also directed
to determine whether certain major lines of study or types of degrees, including applied
or research degrees, will be uniquely assigned to some institutions. -

Most of the needs assessment information referred to in the current master plan is
included in the new strategic master plan. New information for consideration includes:
demand for opportunities for lifelong learning; technological trends and their impact on
service delivery; and transfer rates. '

The strategic master plan is required to have certain components. The HECB continues
to recommend enrollment levels, tuition and fee policies, and. priorities for financial aid.
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- Enrollment recommendations will be based on forecasts and analysis of data about
demand for higher education. Recommendations on tuition and financial aid policies are
no longer required to be based on comparisons with peer institations. New aspects of the
. plan include state of regional priorities for new or expanded degree programs or
off-campus programs and for addressing needs in high demand fields. . The plan will
recommend policies to improve the efficiency of student transfer and graduation or .
completion. Finally, the plan must recommend specific actions to be taken and identify
measurable performance indicators and benchmarks for gauging progress in achieving the
state’s goals and objectives for higher education. .

The HECB must present the plan in a way that provides guidance for other planning and
decision-making efforts by institutions, the Govemor, and the Legislature. An interim
statewide strategic master plan is due to the Legislature by December 15, 2003, to
provide a framework for development of budget and policy proposals. The HECB
publishes a final report incorporating any legislative changes by June of the year in which
the Legislature approves a concurrent resolution adopting the plan. ,

In exercising its regulatory responsibilities regarding program approval and review of
institution capital and operating budgets, the HECB must consider how the proposals
align with and implement the statewide strategic master plan. The HECB must develop
guidelines and objective decision-making criteria regarding approval of proposals.
Institution-level plans (including the comprehensive plan prepared by the SBCTC for the
community and techsical college system) must implement the statewide strategic master
plan and also contain measurable performance indicators and benchmarks.

Legislative Work Group. A legislative work group composed of members of the House
and Senate higher education and fiscal committees is created to provide guidance for the
statewide strategic master plan and review options pertaining to the HECB. The work
group will define legislative expectations for the strategic master plan; make
recommendations for ensuring coordination of capital and operating budgets with the
plan; and examine opportunities to update the other roles and responsibilities of the
HECB. The work group will report its findings and recommendations by January 2,
2004.

Votes on Final Passage:
House 96 0.
Senate 36 12 (Senate amended)

House 97 0 (House concurred)

Effective: July 27, 2003
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CERTIFICATION OF ENROLLMENT

ENGROSSED SUBSTITUTE HOUSE BILL 2076

Chapter 130, Laws of 2003

Séth Legislature
2003 Regular Session

HIGHER EDUCATION COORDINATING BOARD

EFFECTIVE DATE: 7/27/03

Passed by the House April 21, 2003
Yeas 97 Nays 0

FRANK CHOPP

1

Speaker of the House of Representatives

+

Passed by the Senate Aprii 14, 2003
Yeas 36 Nays 12

BRAD OWEN

President of the Seﬁate

Approved May 7, 2003.

GARY LOCKE

Governor of the State of Washington

CERTIFICATE

I, Cynthia Zehnder, Chief Clerk of
the House of Representatives of
the State of Washington, do hereby
certify that the attached is
ENGROSSED SUBSTITUTE HOUSE BILL
2076 as passed by the House of
Representatives and the Senate on
the dates hereon set forth.
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Chief Clerk
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May 7, 2003 - 3:02 p.m.

Secretary of State
State of Washington



S oW N R

(%]

W 0w J o0

10
11
12
13
14
15
16
17
18

ENGROSSED SUBSTITUTE HOUSE BILL 2076

.AS\AMENDED BY THE SENATE
Passed Legislature - 2003 Regular Session

State of Washington 58th Legiglature 2003 Regular Session

By House Committee on Higher Education (originally sponsored by

Representatives Kenney, Cox, Fromhold, Chase, Miloscia, Conway,
Berkey, Upthegrove, Moeller, Wood and Schual-Berke) -

READ FIRST TIME 03/05/03.

AN ACT Relating to roles and responsibilities of the higher
education coordinating board} amending RCW 28B.80.330, 28B.80.340,
28B.80.610, and 28B.50.090; adding a new section to chapter 28B.80 RCW;
creating new sections; and providing an expiration date.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF WASHINGTON :

NEW SECTION. Sec. 1. (1) The legislature finds that:

(a) At the time the higher education coordinating board was created
in 1985, the legislature wanted a board with a comprehensive mission
that included planning, budget and program review authority,‘ and
program administration; ' ‘

(b) Since its creation, the ©board has achieved numerous
accomplishments, including proposals leading to creation of the branch
campus system, and has made access and affordability of higher
education a consistent priority; '

(c) However, higher education in Washington state is currently at
a crossroads. Demographic, economic, and technological changes present
new and daunting challenges for the state and its institutions of

"higher education. As the state looks forward to the future, the

p. 1 ~ 2076-S.8L
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legielature,ethe governor, and institutith'need a common strategic
vision to guide planning and decision meking.

(2) Therefore, it is the legislature's intent to reaffirm and
strengthen the strategic plannlng role of the hlgher _educatlon
coordlnatlng board. It is also the legislature's ;ntent to examine

‘options for reassigning or altering other roles and responsibilities to

enable the board to place priority and focus on planning and
coordination. ‘ '

NEW SECTION. Sec. 2. A new section is added to chapter 28B.80 RCW
to read as follows:

(1) The board shall develop a statewide strategic master plan for
higher education that proposes a vision and identifies goals and
priorities for the system of higher education in Washington state. The
boerd shall also specify strategies for maintaining and expanding
access, affordability, quality, efficiency, and accountability among
the various institutions of higher' education.

(2) In developing the statewide strategic master plan for higher
education, the board shall collaborate with the four-year institutions
of higher education including the council of presidents, the community
and technical college system, and, when appropriate, the work Fforce
training and education coordinating board, the superintendent of public
instruction, aﬁd the iﬁdependent higher education institutions. The
board shall also seek input from students, faculty organizations,
community and -business leaders in the state, members of the
legislature, and the governor.

(3) As a foundation for the statewide strategic master plan for
higher - education, the board shall develop and establish role and
mission statements for each of -the four-year institutions of higher
education and the community end technical college system. The board
shall determine whether certain major lines of study or types of
degrees, including applied degrees or research-oriented degrees, shall
be assigned uniquely to some institutions or institutional sectors in
order to create centers of excellence that focus resources and
expertise.

(4) In assessing needs of the state's higher education system, the
board may consider and analyze the following information:

2076-S.SL p. 2
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(a) Demographlc, soc1a1 economic, and_technological trends end
thelr 1mpact on serv1ce delivery; . | '

(b) The changing ethnic composition of the population and the
spec1a1 needs arising from those trends; ' '

(c) Business and industrial needs for a skilled work force;

(d) College attendance, retention, transfer, and dropout rates;

(e) Needs and demands for basic and continuing education and
opportunities for lifelong learning by~ individuals of all’ age groups;
and -

(f) Needs and demands for access to higher education by placebound
students and individuals in heavily populated areas underserved by
public institutions.

(5) The statewide strategic master plan for hlgher education shall
include, but not be limited to, the following:’

(a) Recommendations based on enrollment forecasts and analysis of
data about demand for higher education, and policies and actions . to
meet those needs; ' .

(b) State or regional priorities for new or expanded degree
pregrams or off-campus programs, 1nc1ud1ng what models of service
delivery may be most cost-effective;

(c) Recommended policies or actions to improve the efficiency of
student‘transfer and graduation or completion;

(d) State or regional priorities for addressing needs in high-
demand fields where enrollment access is limited and employers are
experiencing difficulty finding enough qualified graduates to £ill job
openings;

(e) Recommended tuition and fees policies and,leveie; and-

(f) Priorities and recommendations on financial aid.

(6) The board shall present the vision, goals, priorities, and
strategies in the statewide strategic master plan for higher education
in a way that provides guidance for institutions, the governor, and the
legislature to make further decisions regarding institution-level
plans, policies, legislation, and operating and capital funding for
higher education. In the statewide strategic master: plan for hlgher
educatlon, the board shall recommend specific actions to be taken and
identify measurable performance indicators and benchmarks for gauging
progrese toward achieving the goals and priorities. »

p. 3 2076-5.SL
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(7) Every féﬁr'Years by December 15th, beginning December 15, 2003,
the board shall submit an interim statewidé strategic master plan for
higher education to the governor and the legislature. The interim plan
shall reflect the expectations and policy directions of the legislative
higher education and fiscal committees, and shall provide a timely and
xelevant.frémework for the development of future budgets and policy
proposals. The legislature.shali,_by concurrent resolution, approve or
recommend changes to the interim plan, folloWihg public héarings. The
board shall submit the final plan, incorporating.legislative changes,

‘'to the governor and the legislature by June of the year in which the

legislature approves the concurrent resolution. The plan shall then
become state higher education policy unless legislation is enacted to
alter the policies set forth in the plan.

Sec. 3. RCW 28B.80.330 and 1997 c 369 s 10 are each amended to
read as follows: ’

The board shall perform the following planning duties in
consultation with the four—yeaf institutions including the council of
presidents, the community and technical college system, and when
appropriate the work force training and education coordinating board,
the superintendent of public instruction, and the independent higher

educational institutions:

=} =
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443+)) Review, evaluate, and make recommendations on operating and
capital budget requests from four-year institutions and the community

and technical college system, based on ((the—elements—outlined—in
subseetions—{I—2}—and—{3}—ef—this—seetion—and-on)) how the budget

reggests align with and implement the statewide strategic master plan
for higher education under section 2 of this act. -

a)] B December of each odd-numbered vear, the board shall
distribute guidelines which outline the board's fiscal priorities( (=
?hese—gﬁéde%éne&—sha}}—%e—fﬁf&ﬂébﬂ%ed)) to the institutions and the
state board for community and technical collegeg ( (board—bybecember—of
each—eodd-—numbered—year)). The institutions and the state board for

community and techmnical colleges ((beaxd)) shall submit an outline of
their proposed budgets, identifying major components, to the board no
later than August 1st of each even-numbered year. The board shall
submit recommendations on the proposed budgets and on the board's
budget priorities to the office of financial management before November
1st of each even-numbered year, and to the legislature by January ist

of each odd-numbered year;

p. 5 2076-8.8L
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((+5+)) L_L Instltutlons and the state board for communlty and
techn1ca1 colleges shall submit any supplemental budget requests and
revisions to the board at the same time they are submitted to the
office of f1nanc1al management. The board shall submit recommendatlons
on the proposed supplemental budget requests to the office of financial
management by November 1st and to the legislature by January 1st;

((46))) {2) Recommend leglslatlon affectlng higher education;

P> S
A 3

( (‘(‘I 7 necommena o

+49+)) {3) ©Prepare recommendations on merging or closing

institutions; and
((4¥6}+)) (4) Develop criteria for identifying the need for new

baccalaureate institutions.

Sec. 4. RCW 28B.80.340 and 1985 ¢ 370 s 5 are each amended to read
as follows: ‘

(1) The board shall perform the following program responsibilities,
in consultation with the institutions and with other interested
agencies and individuals: _ .

((41) {a) Approve the creation of any new degree programs at the
four-year institutions and prepare fiscal notes on any such programs;

((£23)) <{b) Review, evaluate, and make recommendations for the
modification, oonsolidation, initiation, or elimination of on-campus
programs, at the four-year institutions;

((3%)) (c) Review and evaluate and approve, modify, consolidate,
initiate, or eliminate off4campus programs at the four-year
institutions; o

((4))) (&) Approve, and adopt guidelines for, higher education
centers and. consortia;

({(453)) {e) Approve purchase or 1lease of major off-campus
facilities for the four-year institutions and the community colleges;

((£63)) (f) Establish campus service areas and define on-campus and
off-campus activities and major facilities; and

((+#-)) {g) Approve contracts for of f-campus educational programs
initiated by the state's four-year institutions individually, in

2076-S.SL p- 6
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concert with other public institutions, or . with independent

“institutions.

board shall consider, and regquire institutions to demonstrate, how the
proposals align with or implemen; the statewide strategic master plan
for highexr education under section 2 of this act. The board shall also

develop clear guidelines and objective decision-making criteria

redarding approval of proposals under this section.

Sec. 5. RCW 28B.80;610 and 1993 c 363 s 2 are each amended to read
as ‘follows: , _
(1) ‘At the local 1level, the higher education institutional
responsibilities include but are not limited to:
" (a) Development and provision of strategic plans ((urder—the

that implement the vision, goals, pfiorities, and strategieg within the

statewide strategic master plan for higher education under section 2 of

this act based on the institution's role and mission. Institutional

strategic plans shall also contain measurable performance indicators

and benchmarks for gauging progress toward achieving the goals and

priorities. In developing their strategic plans, the research
universities shall consider the feasibility of 31gn1f1cantly 1ncrea51ng
the number of evening graduate classes;

(b) For the four-year institutions of higher education, timely
provision of information required by the higher education coordinating
board@ to report to the governor, the législature, and the citizens;

(c) Provision of local student financial aid delivery syétems to
achieve both statewide goals and institutional objectives in concert
with statewide policy; and .

(d) Operating as efficiently as feasible within institutional
missions and goals. _

(2) At the state level, the higher education coordinating board
shall be responsible for: ‘

(a) ((Be%&neaEﬁa%—aﬂé—eeefétnaEaa%—eé)) Ensuring Ehat strategic

plans to be prepared by the institutions are aligned with and imgiement
the statewide strategic master plan for higher education. under section

2 of this act and periodically monitoring institutions? progress toward

achieving the goalg and priorities within their plans;

p. 7 2076-S.SL
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(b) Preparétion of reports to the governor, the legislature, and
the citizens on program accomplishments and use of resources by the
institutions; _

(é) Administrgtion and policy implementation for statewide student
finéncial aid programs; and ’ '

(d) Assistance to institutions in improving operational efficiency
through measures that include periodic review of program efficiencies.

- (3) At the state level, on behalf of community colleges and
technical colleges, the state board for community and - technical
colleges shall coordinate and report on the system's strategic plans,
including reporting on the system's progress toward achieving the

statewide goals and priorities within its plan, and shall provide any

information required of its colleges by the higher education
coordinating board.

Sec. 6. RCW 28B.50.090 and 1991 c 238 s 33 are each amended to
read as follows: .

The college board shall have general supervision and control over
the state system of community and technical colleges. 1In additiom to
the other powers and duties imposed upon the‘college board by this
chapter, the college board shall be charged with the following powers,
duties and responsibilities:

(1) Review the budgets prepared by the boards of trustees, prepare
a single budget for the support of the state system of community and
technical colleges and adult education, and submit this budget to the
governor as provided in RCW 43.88.090;

(2) Establish guidelines for the disbursement of funds; and receive’
and disburse such funds for adult education and maintenance and
operation and capital support of the college districts in conformance
with the state and district budgets, and in conformance with chapter
43.88 RCW;

(3) Ensure, through the full use of its authority:

(a) That each college district shall offer thoroughly comprehensive
educational, training and service programs to meet the needs of both
the communities and students served by combining high standards of
excellence in academic transfer courses; realistic and practical
courses in occupational education, both graded and ungraded; and
community services of an educational, cultural, and recreational

2076-S.SL p. 8
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: ﬁeture;‘ ahd-'adult education, including basic skills and Qeneral,
_family, and work forée literacy programs and services. However,

technical colieges, and college'districts containing only technical
colleges, shall maintain programs solely for occupatlonal education,
basic ‘skills, and literacy purposes. For as long as .a need ex1sts,
technlcal colleges may contlnue those programs, activities, and
services they offered during the twelve- month period precedlng May 17,

1991; ;

(b} That each college district shall maintain an open-door policy,
to the end that no student will be denied admission because of the
location of the student's residence or because of the student's
educational background or ability; that, insofar as is practical in the
judgment of the college board, curriculum offerings will be provided to
meet the educational and training needs of the community generally.and
the students thereof; and that all students, regardless of their
differing courses of study, will be considered, known and recognized
equally as members of the student body: PROVIDED, That the
administrative officers of a community or technical college may deny
admission to a prospective student or attendance to an enrolled student
if, in their judgﬁent the student would not be competent to profit
from the currlculum offerings of the college, or would, by his or her
presence or conduct, create a dlsruptlve atmosphere within the college
not consistent with the purposes of the institution. This subsection
{3) (b) shall not apply to“competency, conduct, or presence associated
with a disability in a person twenty-one years of age or younger
attending a technical college;

(4) Prepare a comprehensive master plan for the development of
community and technical college education and training in the state;
and assist the office of financial management in the preparation of
enrollment projections to support plans for prov1d1ng adequate college

fac111t1es in all areas of the state. The master plan shall include

implementation of the vision, goals, priorities, and strategies in the

statewide strategic master plan for higher education under section 2 of

this act based on the community and technical college system's role and

mission. The master plan shall also contain measurable performance

indicators and benchmarks for gauging progress toward achieving the

goals and priorities;

p. 9 2076-S.8SL
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(5) Deflne and admlnlster crlterla and guidelines for the
establlshment of new community and technical colleges or campuses
within the existing districts; _ _

(6) Establish criteria and procedures for modifying dlstrlct
boundary lines consistent with the purposes set forth in RCW 28B.50.020
as now or hereafter amended and in accordance therewith make such
changes as it deems advisable}

(7) Establish minimum standards to govern the operation of the
community and technical colleges with respect to: ‘

(a) Qualifications .and credentials of instructional and key
administrative personnel, except as otherwise provided in the state
plan for vocational education,

(b) 1Internal budgeting, accounting, auditing, and financial
procedures as necessary to supplement the general requirements
prescribed pursuant to chapter 43.88 RCW,

_ (c) The content of the curriculums and other educational and
training programs, and the requirement for degrees and certificates
awarded by the colleges,

(d) Standard admission policies,

(e) Ellglblllty of courses to receive state fund support

- (8) Establish and administer criteria and procedures for all
capital construction including the establishment, installation; and
expansion of facilities within the various college districts;’ '

(9) Encourage_innovation in the development of new educational and
training programs and instructional methods; coordinate research
efforts to this end; and disseminate the findings thereof;

(10) Exercise any other- powers, duties and responsibilities
necessary to carry out the purposes of this chapter;

(11) Authorize the various community and technical colleges to
offer programs and courses in other districts when it determines that
such action is consistent with the purposes_set forth in RCW 28B.50.020
as now or hereafter amended; |

'(12) Notwithstanding any other law or statute regarding the sale of
state property, sell or exchange and convey any or all interest in any
community and technical college real and personal property, except such
property as is received by a college district in accordance with RCW
28B.50.140(8), when it determines that such property is surplus or that

2076-S.SL _ p. 10
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~such a sale or exchange is in the best 1nterests of the communlty and
technical college system; S

(13) In order that the treasurer for the state board for community
and technical colleges appointed in accordance with RCW 28B.50.085 may
make vendor ‘payments, the state treasurer will honor warrants drawn by
the state board providing for an initial advance on ngy 1, 1982, of
the current biennium and on July 1 of each succeeding biennium from the
state general fund in an amount equal to twenty-four percent of the
average monthly allotment for such budgeted biennium expenditures for
the state board for community and technlcal colleges as certified by
the office of financial management- and at the conclu31on of such
initial month and for each succeeding month of any biennium, the state
treasurer will reimburse expenditures incurred and reported monthly by
the state board treasurer in accordance with echapter 43.88 RCW:
PROVIDED, That the reimbursement to the state board for actual
expenditures incurred in the final month of each biennium shall be less
the initial advance made in such biennium;

(14) Notwithstanding the provisions of subsection (12} of this
section, may receive such gifts, grants, conveyances, devises, and
bequests of real or personal property from private sources as may be
made from time to time, in trust or otherwise, whenever the terms and
conditions thereof will aid in carrying out the communlty and technical
college programs and may sell, lease or exchange, invest or expend the
same or the proceeds, rents, profits and income thereof according to
the terms and conditions thereof; and adopt regulations to govern the
receipt and expenditure of the proceeds, rents, profits and - income

thereof;

(15) The eollege board shall have the power of eminent ddmain;

(16) Provide general supervision over the state's technical
colleges. The president of each technical college shall report
directly to the director of the state board for comﬁunity and technical
colleges, or the director's designee, until local control is assumed by
a new or existing board of trustees as appropriate, -except that a
college president shall have authority over program decisions of his or
her college until the establishment of a board of trustees for that
college. The directors of the vocational-technical institutes on March

1, 1991, shall be designated as the presidents of the new technical

colleges.

p. 11 2076-8.SL
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NEW SECTIONQ' éeé;'7.' (1) A leglslatlve work group is establlshed
to prov1de guidance for the statew1de strategic master plan for hlgher
education and review options pertaining to the higher education
cbordinating board. The legislative work group shall consist of the
members of the house of representatives and senate higher education and
flscal committees. . Cochairs shall be the chair of the senate higher
educatlon. commlttee and the chair of the house of representatives

higher educatlon committee.

(2) The leglslatlve work group shall:

(a) Define legislative expectations and provide policy direction
for the statewide strateglc master plan for higher educatlon under
section 2 of thls act

(b) Make recommendations for ensuring the coordination of higher
educatlon capltal and operating budgets with the goals and priorities

in the statewide strategic master plan for higher education; and

(c) Examine opportunities to update the roles and responsibilities
of the higher education coordinating board, including alternatives for
administration of financial aid and other programs; review of
institution budget requests, approval of off-campus programs, centers,
and consortla, and collection and ana1y81s of data.

(3) The legislative work group shall use legislative facilities and
staff from senate committee services .and the office of program

_ research.

(4) The legislative work group shall report its findings and
recommendations to the legislature by January 2, 2004.
(5) This section expires July 1, 2004.

Passed by the House April 21, 2003.

Passed by the Senate April 14, 2003.

Approved by the Governor May 7 2003.

Filed in Office of Secretary of State May 7, 2003.

2076-S.SL p. 12



ngher Educatnon Strateglc Master Plan Work Group
Senate Briefing Rooms A, B, C
Monday, July 7, 2003
9:00 - 12:00

"AGENDA

.' Welcome/Introductions

. Representative Phyllis Gutierrez-Kenney
Senator Don Carlson

Overview and Objectives

ESHB 2076: Representative Kenney and Senator ,Carlson"

National Collaborative for Postsecondary Polzcy Pat Callan, National Center for Public Policy

and Higher Education

Roundtable Discussion
1. '-What topics' should be addressed in the strategic master plan?

2. What does the state expect from higher education for its citizens?.

3. 'What are the state’s top priorities for higher education over the next five to ten years?

Discussants: Leglslators Higher Education Coordmatmg Board Members Higher
' Education Stakeholders
Facilitator: -. Pat Callan

_July7agenda 7202003



. What'topics should be addr_eSsed in the strategic mast'er- plan?
| = What does the state expect from higher education for its citizens?

= What are the state’s top pnontles for higher education over the next
five to ten years?

Possible Discussion Questions
WHICH types of higher education are most important?

. What is the priority for expanding enrollment Baccalaureate degrees? Technical/workforce
. degrees and progra.ms? Other degrees?

= Should the state plan for how to dehver expanded access: - Through branch campuses? Off-
’ campus centers? Four-year programs?- .

* How important is it that higher education contribute to economic development through the types of
degrees produced?

= How should economic and employment forecasts be incorporated into lnstituﬁonal-planning?

- Under what circumstances should the state support higher education research?

WHO should receive state support for higher education?
= How important is maintaining affordability of higher education for most students?
= Should more (or less) of the cost of hlgher education be based on a student’s ability to pay?

= - Should the state make a specral effort to assist certain types of students?

- WHAT outcomes does the state expect?

* How important is assuring the quality of higher education, if quality is defined as increasing core
funding for public institutions? -

= What are the state’s expectations regardmg articulation agreements and transfer between two and
four-year institutions? :

*  What types- of performance indicators and benchmarks does the state expect?

. How important is it to have agreed-upon learning outcomes for higher education?

* - How should changes in the K-12 education system be reflected in the higher education system?

2076 disrussinn ac : 7M1003



Higher Education -
Strategic Master Plan Work Group

Referé-nce Materials on Washington’s
- Public Higher Education System

July 7, 2003






. Topics -.

* Enrollment

. Accounta-bility'

* Service Delivery

* Budget

~* Tuition and Financial Aid



Projected FTE Enrollments for 2002-03

Budgeted Projected
Level ‘Annual Over
| | 2002-03 Average * Enrollment
University of Washington Seattle 32,427 34,065 1,638
Bothell 1,235 1,236 1
Tacoma 1,484 1,662 178 -
' Totals 35,146 36,963 1,817
Washington State University Puilman 17,332 17,830 498
: Spokane 593 628 35
Tri-Cities 616 627 11
Vancouver _ 1,153 1,226 73
Totals 19,694 20,311 617
Central Washington University 7470 8,106 636
Eastern Washington University 8,017 8,700 683
The Evergreen State College 3,837 4,054 217
Western Washington University 11,126 . 11,377 251
Community and Technical Colieges * 128,222 140,402 12,180 -
High Demand Programs (HECB) 0 0 0
Jr-Class Standing Transfers (OFM) 0 0 0
[Total Higher Education 229,913 16,401

213,512

* Projected annual enroliment based on data from OFM's prelim inary 4-22-03 Budget Driver Report

(Winter Qtr/Spring Sem 2003).



Maintaining the 2002 public higher education
service level would require 40,000 add|t|onal
funded enrollment slots by 2013

300,000 - . _ Projected current service level for -
: : 2012-13 =253,423

Projected FTE Enrollments : , Grow th to~
250,000 - ' _ _ - : maintain the .

, ' : _ } current service
200,000 {2 ' — , - _ — lovelto 2012:43: ¢

‘ 40,000

150,000 4.

Budgeted enroliment
for

100,000 2002-03 = 213,512
2003-04 =212,218
50,000 - 2004-05=212,488
0 Y

2002-03 2003-04 2004-05 2005-08 2006-07 2007-08 2008-09 2009-10 2010-11 2011-12 201213

Source: OFM



Bachelors Degrees _.at'P_UEI‘i-c Four-Year In'st'itut'io-ns |
Percent of Degrees Awarded: 2001-02 Academic Year. -

uw.- uw- uw-

Classification of Instructional Programs (NCES) . Seattle Bothell Tacoma WSU* CWU EWU TESC™ WWU___ Total
Agriculture, Natural Resources, Home Ec, Recreation 2% 1% 1% 11% 7% 4% 1 3% 6%
Architecture : ' 3% 3% . 2%
Business - 1%  33%  28%  23%  24%  20% 14%  16%
Computer Sclence : 1%  16% 6% 2% 2% 4% 2% 2%
Engineering and Related Technologles 10% ' 7% 4% 1% 2% 6%
Arts, Humanities, and Language 28% 29% 51% 17% 12% 48% 100% 28% - 28%
Education | 0.1% ‘ 6% 20%  18% 6% 6%
Health 3% 21% 14% 6% 2% 5% 1% = 4%
Scienices : 13% 5% 5% 8% 1% 8%
Soclal Sclences 8% _ 7% 13%  13% 11% 8%

Other (Legal Studies/Transportation Trades) ' 0.2% 2%

*WSU does not separately track degrees by branch campus, but reports system-wide.
**TESC reports all degrees as liberal arts.

Higher Ed'- -~tlon Coordinating Board and Office of Program Research /



__ ngh Demand Programs Cost Sample

Viticulture

| egrae | Leaat"an . Student
.Nursmg (Undergraduate) WSU Spokane Yakima, Trl- $ 16,831
Cities, Vancouver .
| Nursing - | Tacoma cc $ 10,870
Dental Hygiene Columbia Basin CC $ 16,705
Special Education (B.A.) WWU - Bellingham $ 5785 |
Electronic Engineering Technology (B.S.) CWU - E"ensbufg, Steilacoom $ '9,'796, :
Bioengineering UW - Seatte $ 31,958
| informatics "UW - Seatte $ 7,958 |
| Computer and Engineering Sciences (B.S.) | EWU — Chen_ey - $10,225
-Computer Networking ' Edmonds CC. $ 10,651 |
‘Walla Walla

Source: Public Higher Education Institutions — 2003 Regutar Session

$16,963 ]




Baccalaureate Performance Indicators

| 2001-02 -

95.0%

85.0% -
75.0%
65.0%
55.0%
45.0%
35.0%

25.0%

uw WSU CWU  EWu

S-Year Freshman Graduation Rates - W Undergraduate Rétent_ion Rates

“Source: Accountability Update from HECB, December 2002



CommUnity & Technical 'Col'leges
Performance Indicators
2001,-0

Tra.nsfer Ready - 35,291 — 40,832
Number of students earning 45+ college credits : '

| with 2.0 GPA | |
Basic Skills Gain | 37% — 50%

Percent of ESL, ABE or GED students
demonstrating competency gain of one level

Prepared for Work 14,544 — 19,776
Number of vocational students completing '
certificates, apprenticeship, or degree programs

Source: State Board for Community & Technical Collegesf 2001-02 Accountabllity Results



Percent of Commumty & Technlcal College Transfer
Students at Four-Year Institutions
2001-02 | o
100% - | | |

@ Direct Entry & Other Transfers 83% |

80% | | - 0
® CTC Transfer . , 754’

60% -
51%

40% A

20%

|
|

0% - : e : _ _ Lo
UW-Seattle  WSU-Pullman  WWU-Main CWuU-Main EWU TESC-Main Branches Centers -

Source: State Board for Community & Technical Colleges, June 2003 Presentation to HECB

+
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There are 36 “Off-Campus Education Centers” where students can
earn a bachelors or masters degree or professional certificate from a public
institution at a location other than a main or branch campus. )

T ¥ 2 s 01t A e

Eastern also offers
programs in Spokane,
which is sometimes
considered one of their
“Centers.” - '

Office of Program Research: Data"Supplied by Four-Year Institutions -
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The 2003-05 operatmg budget was a net reductlon of

$70 mllllon GF-S over the 2001-03 biennium.

University.of Washington
Washington State University

Eastern Washington University
Central Washington University
The Evergreen State College
Western Washington University
v'Community & Technical Colleges
HECB/Financial Aid

SIRTI

2001-03
$ 680.0

- $ 3959

$ 897
$ 86.0
$ 497

'$ 1180

$ 1,050.5
$ 2643

$ 29

(Dollars in Millions)

$ 631.2

'$ 375.2

$ 830
$ 812

$ 465

$ 109.2

$ 1,025.8
$ 3123

3 2.8

- Difference

($ 48.8)
$ 20.7)
($ 6.6)
¢ 4.9)
$ 3.3
$ 88
$ 24.7)

$ 48.0
¢ 0.1)

Source: Winsum Reporting System
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Over 10 years, state approprlatlons per student have

declined 9% at the public 4-year institutions and -

stayed flat at the community and technical colleges.
% ’

State General Fund Appropriations per Budgeted FTE Student
1991-93 to 2001-03 ' ,
"~ Adjusted for Inflation (2001-03 dollars)

@ 1991-93

m 2001-03

$4,136

Public 4-Year | | Community/Technical

Source: LEAP

13



Higher Education

Financial Aid Appropriations

(Dollars in Thousands)

1200304  Estimated # of

Program Name - Appropriations  Students Served
State Need Grant o - $ 111,628 53,500
State Work Study o % 17,048 8,000
Washington Promise Scholarship | - $ 6,050 | 6,550
Educational Opportunity Grant $ 2,867 1,100
Washington Scholars Program $ 1,919 441
Health Professional Program $ 1,100 ' 67
WA Award for Vocational Excellence $ 794 _ 270
WICHE | $ 154 13
Other $ 3,657 | N/A
Total S . $ 145217 69,941

Source: Higher Education Coordlnaﬂng Board

16



Cumulative Educational Loan Debt at Time of Graduation
Graduate and Professional Programs .

| | #of  #ofGrads ~ Average
2001-02 Academic Year Graduates with Debt Debt

| Veterinary Medicine - ' 98 - 8  § 67,979

Pharmacy 66 58  $ 54,825 |
Nursing 219 120 $ 21,278
MBA | 5 116 26 $ 37,237
Graduate | 748 309 $ 36,780

Medicine . 183 - 163 $ 85,392

Dental " 51 46 $ 80,388
Law ’ - 144 - 103 $ 46,521
Nursing _ 101 53 $ 27,984
Pharmacy 98 64 $ 43,248
MBA | 395 . 158 $ 26,768
Graduate . ) 2,336 1,153 $ 28,552 |

Source: Public Higher Education Institutions
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'3,707_ FTE students enrolled in Oﬁ-Campu-s Education
Centers in 2001-02. 40% were at Eastern in Spokane

All Other Institutions and/or
Locations

Eastern in Spokane

Office of Program Research: Data Supplied by Four-Year Institutions
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.Higher Education 2003-05 Operating Budget
General Fund - State Appropriations

$312.3 Million $2.g_"|\4¥||ion
Financial Aid / HECB A
11.7% 0.1%

$1,326.3 Billion
4-Year Institutio_ns .

49.7%

$1,025.8 Billion

2-Year Institutions
38.5%

Source: Winsum Reporting System
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A.n-h.ual" Tuition Increases *
for Resident Undergraduate Students

_67% Increase

64% Increase

1994-95 to 2003-04 (Operating & Building Fee only)

m 199495

'|E22003-04
Estimate **

64% Increase

Resea_rch

~ Reglonal

CTC's

* These are average tuition and fee rates by sectdr; individual lnst_ltutions may vary slightly from these averages.
** Tuition levels for 2003-04 are assumed to increase by 7% over 2002-03 rates.
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| Cumusiativé Educational Loan Debt at T_ime of
Graduation — Undergraduate Students only

2001-02 Academic Year

$20,000 -
$19,660

$16,000 1 SEEYCARN $17,449 |

10, | $15,500 |

48%

$12,000 -
$8,000 -

$4,000 -

$0 - . _ , .
wsu - uw, - wwu cwu EWU TESC
* Reflects the percentage of graduates with debt iri';'2001-02. ' '

Source: Public Higher Education Institutions
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Cost of Atten

dance

Estimated Cost of Attendance

Students Living Away from Parents While Attending College

Expenses

18

CTC Regional Research |n§ependent
Tuition $ 1,982 $ 3,407 $ 4,489 (est) $ 18,788
Books / Living '$ 9,576 $ 9,576 $ 9,576 ' $ 9,576
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| Tl_ie Naﬁona-li-.C.ollaborative for Postsecondary Eduéaﬁon o

. ~ Policy -
-+ .. A Concept Paper
o N The Edﬁcgtion Commission of ihe"St-ates. o
. The National Center for Public Policy and Higher Education
- The National Center for Higher Education Management Systems

INTRODUCTION

As the _2.1"' cenﬁuy begins, Ameriééms are éxperienc_iﬁg arapid shift frbm- an industrial fd- a

- technological age. A secure future in the workplace now requires knowledge associated with
.education and training beyond high school. Students understand the importance of college:

More than 90% of high school graduates now expect to complete at least some college, and:more .
than 70% expect to receive a college degree. The role played by high schools in the mid-20 '
century — providing the fundamental level of education that people needed to participate fully
in American social and economic life — is now being played by colleges and universities. The
patterns of attendance and graduation that existed in high school during the 20" century are now
unfolding in higher education. The new information-based economy — with its worldwide
patterns of competition, manufacturing, and distribution — severely penalizes Americans who .
have only a high school education or less. The decline in the economic value of high school has -
substantially increased the economic advantage of college for individuals.! Public understanding .
of this reality is reflected in public opinion surveys, broader college aspirations and increased
college attendance. . - :

The imperative of education and training beyond high school for most Americans is coinciding
with another trend — the growing number of young people moving into and graduating from the
nation’s high schools. Because of this “baby boomlet,” enrollments of traditional college-age
students are expected to increase by 2.6 million, or 16%, from 2000 to 2015. To correct patterns
of under-enrollment by some ethnic groups, males or entire state populations, enrollments should .
grow even more. Former North Carolina Governor James B. Hunt has stated this problem -
clearly: “The need to develop the talents of our citizens has accelerated even faster than the
expansion of college opportunity and enrollment.” ' : _

POSTSECONDARY EDUCATION IN THE 215 CENTURY
For half of the last century, the public purposes of higher education inthe‘ United States- and the

goals of public and private colleges and universities substantially overlapped. This helped to
create a system of higher education that, until recently, surpassed the rest of the world in the

level of access and options provided to its citizens. -

! Anthony P. Camevale and Richard A.Fry, The Economic and Demographic Roots of Education and Training
(Washington, D.C.: The National Association of Manufacturers, 2001), p. 3. ’

? National Center for Public Policy and Higher Education, Measuring Up 2000: The State-by-State Report Card for
Higher Education (San Jose: 2000). '



But changee in the past two decades are forcmg and shou]d force — pubhc leadels to rethink
some fundamental assumptions about how to achieve the public purposes of higher education.
Today, most states are striggling with budget uncertainties that are likely to be present for the
next three to four years (even if the national economy recovers in 2003). About half the states
have a large and growing youth population, which will require additional public investment in
order to maintain educational opportunities. Many other states have historically low
participation rates and will need additional public investment to increase the college-going rates
-of their residents. So to increase opportunity, states will need to increase access to
postsecondary education. At the same time, many states have aging populations that will
increase the rolls of Medicare and its associated expenditures.  Also, the demands from all parts
of our soc1ety for better security and nnproved public K-12 education are unlikely to subside.
The economic reahty that states face is that, even if the economy rebounds, resources for higher
education will remain scarce. For higher education, the competition for state ﬁmdmg with other
worthy social purposes will only increase.

The last 20 years has also brought about — with virtually no pubhc debate — an entirely new
system of finance for thher education. Nationally, student debt has overtaken public need-
based grant aid as the primary form of student financial aid. Meanwhile, public colleges and
universities have diversified their revenue bases, leading to questions about the relationship'
between hzgher education and the states; and implicitly, to questions about who pays — and who
should pay — for higher education.” Both the revenues of public colleges and universities
(including state and local appropriations) and their expenditures have increased significantly
faster than inflation. As a result, students and families — — through tuition'— are absorbing an
incréasing share of the costs of higher education. States have fallen into a damaging pattem of
(1) ﬁ'eezmg or rolling back tuition when the state economy is strong and family income is
mcreasmg, and (2) cutting higher education budgets and increasing tuition when the state
economy is weak and family income is stagnating or dropping. When people most need to enroll
in re-training and other educational programs beyond hlgh school, they may be least able to pay
the higher tmtlon charges.

As the consensus about who should pay for higher education has eroded, the new imperative for

education and training beyond high school has become clear to most Americans. Public support
. for educational opportunity is strong and growing' stronger, and public anxiety about access to
~and the affordability of educational opportunity is likely to drive state leadérs into the debate.
State leaders will probably not have the option to avoid these issues over the next decade.

‘The'need to help states identify and implement effective public policies for higher education has
never been more urgent. Public elementary and secondary education has dominated the policy
debate in state governments since'the mid 1980s. Postsecondary education will increasingly
share this atterition and will strain state capacitiés as enrollment’ grows, budget competltlon
increases and the public demands access to affordable educational opportumtles

* John Immerwahr Great Expectations: How the Public and Parents—Whlte African American and Hispanic— Vzew
Higher Educatzon (San Jose: Public Agenda and National Center for Public Policy and Higher Education, 2000).



The November 2002 elections will yield at least 25 new govemors as well as changesin state .
legislatures. ‘This significant change in state leadership makes starting the proposed project early

in 2003 particularly important. We can work with states as govemots and legislators develop. -
positions about postsecondary educati ill shapé behavior for the-rost of this decade. -~

The need for more ¢ffective postsecondary education policy is not only increasingly urgent; it -
also is being recognized in more states. A number of states anticipate surges of college-age
‘population; others face changed demographics — particularly growing ethnic diversity — that .
 bring new demands for access; and still others have become aware that économic-dévelopment
goes hand-in-hand with human capital development. Across the nation, states are beginning to
look for new approaches to postsecondary education. ' o - '

The problem nearly everyone faces is lack of capacity. State leaders may sense that their grades
on the national report card are potentially a starting point for detailed policy analysis and "
improvement. They are turning for assistance to organizations like the partners in the proposed
National Collaborative for Postsecondary Education Policy (National Collaborative). But no
single organization has the capacity to help bring the right playersto the table in a state, conduct
data-driven policy analysis, make comparisons across states, formulate strategies for changeand
ensure accountability. o : B '

* The steering cornmittee of the'Education Commission of the States (ECS), which has members _
from all member states, asked incoming president Ted Sanders to get the organization back into

- postsecondary education in a coherent and responsive way. It supports the approach proposed in

this paper. There is substantial interest in the report card and, more importantly, in‘its human
capital/social outcomes perspective. Discussions at the ECS national policy meeting and at the N
annual meeting of the State Higher Education Executive Officers in 2002 were well attended and.
positive. The National Center for Higher Education Management Systems (NCHEMS) and the °
National Center for Public Policy and Higher Education (NCPPHE) are also working or already .
have worked in several states (Tennessee and Kentucky, for example) and are talking with =
others. ' ' ' '

ECS compliments the work of NCHEMS and NCPPHE. It can help sfates bring the right players |
to the table: governors, legislative and business leaders, educators and community




——~

THECONCEPT i

We want to change the piecemeal nature of state postsecondary education policy efforts and .~ .
develop a shared vision of how postsecondary education both serves individual students and -
contributes to a state’s overall quality of life. Nationally, the intellectual depth and analytie rigor

in higher education policy has diminished since the Carnegie ‘Commission on Higher Education.
and the Carnegie Council for Policy Studies in Higher Education issued their influential reports:
under the leadership of Clark Kerr in the late 1960s and the 1970s. Presently, nosingle. -

‘organization has the capacity to address this public agenda effectively, particularly at the state

‘level. In an effort to invigorate the discourse and build more capacity to analyze and develop.
postsecondary education policy, three national organizations propose to create the National
Collaborative for Postsecondary Education Policy. :

The goals for. the National Collaborative over the next three to five years are: (1) to provide a- .
national clearinghouse on state higher education policy; (2) to conduct higher education policy..
-analysis (for example, see Appendix H); (3) to collaborate with four to six states in policy
development and implementation to improve the performance of higher education; and (4) to
distill principles of good practice for wide dissemination to policymakers. The framework for
-this work is the bienmial report card, Measuring Up, which evaluates state performance in six
critical areas: preparation, participation, affordability, completion, benefits and learning. The
sixth category of the report card; learning, will become increasingly important in subsequent -
issues of Measuring Up and in the work of the National Collaborative.

The six categories and their defining questions are: : . T

e Preparation: To what extent is the young-popul-ation in the state completing a hlgh _
- school education? Are high schiool students enrolling in the kinds of courses that prepare
them for postsecondary education and training? Are high school students performing

well in key academic areas?

® Participation: To what extent is the ybung population in the state ( 18 to 24 year oldé)
' enrolling in postsecondary education or training? Does the state provide enough
opportunities for working-age adults to enroll in education or training beyond high
* school? : : .

‘e Affordability:  What percentage of family income is needed to cover the costs of -
attending community colleges in the state? Of attending public four-year colleges and
universities? Of attending private four-year colleges and universities? How much does
the state ivest in need-based financial aid or other strategies for affordability? Do
students rely too heavily on debt to finance their education?

o Completion: Do students make-jarogress toward and complete their certificates and
degrees in a timely manner? '

 Benefits: What educational, economic and civic benefits does the state receive as a
result of having a highly educated population? For instance, what percentage of the adult
population has a bachelor’s degree and how much does this add to the state economy?
How well do adults perform on assessments of high-level literacy?



*  Learning: What does the state know about stadent learning a5 a result of educationand .
* training beyond high school? R I

The three founding organizations of the National Collaborative — ECS, NCPPHE and C

- NCHEMS — have been selected because of their unique contributions and experience. (See
Appendix I for brief organizational descriptions.) There are no organizations in the country
situated better to reach appropriate policy and business constituents within the states, t6 offer
independent policy analysis and to provide direct assistance to state leaders interested in -

- improving higher education performance. ' '

ECS, which routinely works with a cross-section of state leaders, is the only compact in the
country that brings together such a diverse group of stakeholders at the state level. It recently
has completed a two-year review to set its postsecondary education agenda, which will be
organized around the report card and its human capital/social outcomes approach.

With its broad constituent base, ECS has the capacity to build a strong coalition of state policy
and business leaders necessary to undertake reform. ECS has also developed its clearinghouse
capacity and can créate powerful, user-friendly web-based resources drawn from all three
organizations and other sources to assist state leaders. The National Collaborative will be
located at ECS. '

NCPPHE is a fully independent organization that can continue to. “keep the heat on” by
analyzing state policy trends and speaking forthrightly about these issues. It has the capacity and
funding to continue to develop and publish Measuring Up in 2002, 2004 and 2006. In addition,
NCPPHE will continue its research into public opinion and other areas, and will release other
policy publications. Two such publications include Losing Ground (anational status report on
the affordability of higher education, published in May 2002) and a report on the cost-
effectiveness of higher education, forthcoming in 2003. NCPPHE also brings to the table its
expertise in higher education governance and finance and its experience in working directly with
states within the petformance framework established by Measuring Up.

- NCHEMS is without equal nationally in the level of experience it has amassed in working

directly with states on higher education policy issues and in identifying realistic and workable
solutions. NCHEMS began partnering with NCPPHE to complete an external review of
Measuring Up in.1999. Since that time, NCHEMS has assisted NCPPHE in: (1) systematically
testing the data in Medsuring Up; (2) developing a template for states to use to better understand
performance within the state;* (3) assisting states in rethinking policies to improve performance;
and (4) partnering with NCPPHE in its effort to address the “Incomplete” in learning (states

were given an Incomplete for learning in Measuring Up 2000 because all states lack information
on the educational performance of college students that would permit systematic state or national
comparisons). In addition, NCHEMS has been identified and funded through grants from
foundations as the national organization to improve and maintain critical state databases for -

future policy use.

* Dennis Jones and Karen Paulson, Some Next S’teps Jor States: A Follow-Up to Measuring Up 2000 (San Jose:
National Center for Public Policy and Higher Education, 2001).
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" These databases, ,coll_eCtifély cél_-led the National Ixifbmiaﬁqn Ceﬁter for Higher Edncaﬁon o
Policymaking and Analysis, will be major tools for our work in statés, providing data that are .

- both specific to each state and comparative. ECS will organize its cléaringhouse of -

postsecondary education information to be fully compatible with the NCHEMS’ databases At
the root of both, of course, are the six areas assi"gned'gmdes by the report c'ar'd. ' T '

‘Rarely have national (or 'e\"elfi state) o:ganiiaﬁons'planned ] .cérefully-toﬁ_li'gn their work with o

one another. We are modeling the behavior we think is essential to postsecondary education
- improvement in the states, behavior that will transform good data into knowledge and sound
policy. : : ' ;

ROLES OF THE ORGANIZING PARTNERS

~ The National Collaborative builds on the unique strengths of each of its partners. ECS will have
the primary role of convening leadership in the states and disseminating policy options and other
good practices (through the higher education clearinghouse, in national meetings and working
~ directly in the states). NCHEMS will assume primary responsibility for the policy audit and
analytical work in the states — developing relevant state-level data and information for policy
leaders. NCPPHE will assume primary responsibility for continuing editionis of Measuring Up
and other state-by-state policy analysis. It will assist ECS and NCHEMS in developing a public
agenda in each of the states. - - .

Although each partner will have well-defined tasks, each one also is committed to the overall
success of the project. We recognize that thie National Collaborative will succeed only to the
degree that each partner assists the others in performing their critical roles.

THE WORK OF THE NATIONAL COLLABORATIVE

Working together, the three organizations can build upon their existing strengths to create
greater analytic and policy capacity in the states and among themselves. The collaboration of
the three partners and their involvement with states seeking to improve higher education
performance creates the potential to establish 2 powerful public policy agenda and significantly

influence public policymaking for many years.

The work of the National Collaborative will have three distinct components. Phase I, capacity
building, involves developing the structure to guide the collaborative through its three-year
project, both internally and externally. This includes evaluating the readiness and political
commitment of states to determine which four to six states will participate in this project. In
phase 11, the National Collaborative will work directly with four to six states to independently -
audit state higher education policies, build information infrastructare and identify policies.to
improve state performance. The performance areas will be related fo the categories in
Measuring Up, but the state policy needs, goals and other areas of analysis will be unique to
each state. Phase III, the dissemination of information learned, will be ongoing throughout the
project. This component will ensure that lessons from the states are shared broadly, discussed at
‘' meetings and available through policy reports, the Internet and other means.



! Phasel: Capacity Building

In Phase Iofthe. pro;ect

A National Adv1sory Board w111 be estabhshed to prov1de ongomg adv1ce on the work of .
the collaborative. It will meet twice per year. '

o,

A small “working group,” made up.of the chief executlve officers of the three partners in
the collaborative and the project director will meet quarterly to assist in the ongoing
plannmg and implementation of collaborative activities.

An information clearinghouse, speclﬁc to National Collaborative work, will be
developed. Its structure w111 be compatlble w1th that of the databases bemg developed by
NCHEMS. o

.Four to six states will be selected for in-depth mvolvement in the project. Among the
_ cntena for selection will be: _

-Election results'in November 2002 and « express;ons of com:mtment by newly

elected (at least 25) or sitting governors.

Formation of a Leadersh1p Group compnsmg senior representatxves of the
executive and legislative branches of state government; two--and four-year, public
and private mstltutmns of higher education; K-12 education; and busmess and

'mdustry _ o .
" Demonstration of readmess state mformatxon systems that can support data-

driven policy analysis, for example, and leaders who already have established

productive working relationships (among educational sectors, for example):

Identification of a liaison agency to be the point of contact in the state and to
provide loglstlcal support throughout the duration of the prOJect

Willingness to make a financial commitment to the pro;ect in an amount agreed to

- by the state and the National Collaborative..

Ablhty to conm"bute toa natlonal understandmg of issues and workable
approaches to them. This is essential to build capacity at ECS, NCHEMS and
NCPPHE. More important, it is essential for the states, partlcu.larly those not in
the first round of work. Our work with the first four to six states should help

_everyone learn more about effective change and 1mprovement

PHASE II: Working wit_h Selected States

Phase II encompasses four stages of involvement wﬂh each of the six selected states, andis =
aimed at identifying and solidifying support for public pohcles that can nnprove the performance
of higher education in the state.



" A. Project Initiation . o S

As the initial activity in each state, a»'meeﬁng of the state’s Leadership Group w111 be cb,ﬁdu(:téd. o
* This group will be convened by a prominent individual(s) within the state with the significant
involvement of ECS and will comprise (as a minimum): T

Se_nio; representatives of the executive and legislative branches of state government.
Business and industry. T '

K-12 eduecation.

The media. , o o ,

The higher education (system) leadership of the state.

Two- and four-year, public and private institutions of higher education.

The purposes of this meeting will be to discuss the project with key participants, explain the -
process and benefits, elicit advice about protocols that must be observed if the project is to be
successful in the state and solicit individual, as well as group, participation at key steps along
the way. This meeting of the Leadership Group, as well as all subsequent mectings, will be
attended by representatives of all three organizations that constitute the Collaborative.

B. Data Analysis to Advance the Formation of a Public Agenda

Using the performance categories of Measuring Up as the organizing framework; NCHEMS
staff will compile and analyze state-specific information to more precisely identify statewide,
regional and sub-population performance gaps that could influence policy formulation. This
activity involves: . -

Compiling data that are available — eithér in print or on the Web.

* Visiting higher education and other state agencies (workforce and economic
development, K-12 education, etc.) to acquire additional data. These visits also
provide an opportunity to reinforce the message about the purposes of the project and
its benefits. _ :

e Analyzing the information and organizing it to tell a story about the condition of the

. state — its economy and quality of life and its comparative advantages and

" . disadvantages. )

This information will be presented at the second meeting of the Leadership Group. It will be
the basis of a discussion intended to elicit a beginning consensus about the public agenda for
higher education in the state — the short list of state priorities requiring a predominant
contribution from the state’s higher education community. Out of this meeting should -
emerge: : o ' -

¢ The major components of a public agenda.
* Insights into additional work needed to shed more light on the issues and begin the
process of building a broader consensus around the agenda.



) - C Policy and Capacity Audits

With the outline of 2 public agenda n hand, NCHEMS staff will work wrth mchvrdual
members of the Leadershrp Team and others vvrthm the state to: , R

‘1. Conduct a pohcy audrt ’I’hrs step serves to gain detaxled mformatlon about
pohcles and procedures that provide either incentives or drsmcentrves for successful
- pursuit of the pubhc agenda. Thrs audit mvolves ’

o Rewewmg exrstmg state policies, especrally those dealmg with finance and
resource allocation, accountabrhty, govemance and the allocatlon of declsron
. autherity.

& Holding discussions with institutional and pohtlcal leaders and others Whose
actions will be key to implementation. The purposes of these meetings are
twofold: first, to gain information about the “way things work” in the state (and
the incentives and disincentives for desired behaviors endemic in these traditions)

- and second, to continue building consensus about the public agenda among
mdlvrduals who will be key to successful implementation and change

The poIrcy audit w111 highlight those policies and procedures that are serving as bamers
to achieving the stated agenda, indicating a need to change or eliminate these policies.
‘The audit will also investigate policy alignment to assess the extent to which policies in
one arena (e.g., finance) are consistent with and reinforce the mtended good effects of
policies in other areas (e g, accountabrhty)

2. ©  Conduct a capacity audrt This step serves to assess the extent to which the state
has higher education capacity to deliver services:. (a) in sufficient quantity; (b) of the
needed type; (c) to the important target audiences; and (d) i in the necessary geographlc

. areas of the state. The audit includes:

¢ Further data analysis about institutional capacity and the students who are and are
- not being served by different institutional sectors.

o Discussions with education leaders (many coincident wrth those conducted aspart -

" of the policy audit).

NCHEMS staff will summanze the results of these audits drawmg attention to areas
where changes in either policy or process will be required if the public agenda is to be
pursued successfully. These results will be shared with other members of the '
Collaborative for review and comment. They will then be presented to a meeting of the
Leadership Group. The purposes are to ensure that there are no errors of fact, to build an”
understanding of the need for change and to reinforce once again the iimportance of the

" agenda to the future of the state and build momentum for the change agenda



D. Formnlatmg Pohcy

Workmg together, representatlves of the. three collaboratwe member orgamzahons w111
develop a set of policy options for the state. These options will reflect the public agenda
being pursued and the results of the audits conducted in the prior stage. They also will _
consider the political culture of the state. These options will deal with the full array of' pohcy '
levers, as appropriate — structure; governance, finance, regulation, accountability and-

- .oversight. Much more detail about these policy levers and their alignment is presented in
Some Next Steps for States, which is appended to this proposal.

The options will be discussed at the final (pro_]ect-sponsored) meeung of the state s
Leadership Group. At this meeting the objectives will be to:

Identify the policy initiatives to be pursued..

Assign responsibility for key elements of the work agenda. :

‘Gain consensus about ongoing activities to be conducted beyond the hfe of the
project. :

By the completion of this stage, the state will have a practical Workmg plan to achieve the
objectives set out in the public agenda

E. Fpllow-up Actmtles

Experience indicates that after this point in the project is reached, there will be a sporadic
need for assistance — presentations to legislative committees and other groups, review of

- specific legislative proposals etc. The members. of the collaborative stand ready to provide
these continuing services providing that necessary costs are borne by the states.

PHASE III: Disseminating Information to Policymakers

. Throughout the life of the project, the National Collaborative — working especially through the
capacity of ECS to reach its own members and the members of other national organizations —
will deliver information about good practices to state-level policymakers. Dlssemmatlon
activities will include:

. Operating the m.fonnation clearinghouse and usmg it to share good practice and other
- information within and to the states. _
2. Summarizing research findings and presenting them to education and pohtlcal leaders in
' meaningful and user-friendly ways. -
3.' Identifying sets of policy options that work particularly well in pursmt of d1ﬁ“erent elements
of a public agenda. For example, if improving participation is the objective, then the:
following elements of a comprehensive strategy might be considered.

10



© e "Use the bully pulpit. The Shjectiveis the same ds previously; but if méybé much
"t more-effective if employers raﬂiefthattpdlitical'leadérs send the message that ..
" postsecondary education i important — especially if they back up their thetoric .

with action (requiring postsecondary level skills as a condition:of employment - ¢ .
and/or promotion, providing for professional development as a normal partof
work assignments, etc.). : T
Structure. The reality is that most students will attend college close to homie. -
This is especially true for working adults, a group that will necessarily and )
- inevitably become a larger part of the postsecondary education market. This ..
situation calls for an education system that encourages providing postsecondary .
education opportunities where the student is rather than making students come to.
‘the education opportunities. This approach can be accomplished in several ways
. — electronically, through provision of baccalaureate programs on community
college campuses, selectively subsidizing access to programs in-geographically-
- accessible private institutions, etc.
. Finance. The notions of participation (access) and affordability are closely and
 frequently linked. As a result, fiscal elements associated with improved =~
- participation often focus on various student financial aid mechanisms such as:
— Need-based aid that removes economic barriers to participation by low- .
income students. _
— Making part-time students eligible for student financial aid.

" But there are other less frequently used elements that should be used more often: -
— Creating incentives for institutions to collaborate in delivering instruction at -
each other’s sites. ; - _
— Financing the installation of a telecommunications network in the state.
.— [Funding leaming centers whose students can gain access to student services
- from multiple institutions. . - o
* Regulation. Regulation tends to be a blunt instrument that should be used _
selectively. There are occasions, however, when it can be used to good effect in
improving and removing barriers to participation. For example: . -
— Aiding economic access by capping tuition and fees charged for distance
delivered courses (at on-campus levels or below, for instance). G
— Requiring state (or public) agencies that receive state funds to promote/attain
- higher levels of educational attainment among their workforces (especially
- those with lower average educational attainments). _ _
Accountability. Here, the objective is to ensure availability of information in
order to be able to determine that: _
— - Participation of recent high school graduates is becoming less disparate
' among individuals of different economic circumstances, of different .
demographic characteristics and who live in different parts of the state.
— Participation by part-time adults is increasing and becoming more equalized
across the state.
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It is nnporta.nt that mformatlon be placed at the fingertips of pohcymakers and thelr staffs by

making it available on the Web. It also is important to present alternatives for consideration
- through state and regional meetmgs and video conferences. The collaborahve, with ECS in the
- lead, will prov1de these services. Information also will be updated to reflect the expenences of
the four to six states paruclpatmg in the project. o

4

-THE ECS AGENDA :

In order for the Nationial Collaborative to succeed, it must be located w:thm an organization
committed to its goals. Over the past few months; ECS has developed an agenda designed to
track student progress at critical junctures of the education continuum. By focusing on student
progress at each of these junctures, ECS highlights and examines key areas of public policy that
can improve performance, such as through accountability, finance and governance. Measuring
Up provides a template that specifically addresses one of the junctures that ECS has identified as
a priority: the transition of students from K—12 schools to educauon and 11'ammg beyond lngh
school.

ECS’ commiitment to this project is unequivocal. It-already has committed one staff position to
the project and has contracted with a project director to coordinate up-ﬁ‘ont planning on behalf of .
the collaborative. This will allow us to start immediately if the project is funded. ECS will
organize the clearinghouse for which it is responsible around the work being done: by NCHBMS
to create national state-specific databases.

The project director also has assumed responsibility for helping to-develop a coherent
postsecondary education agenda for ECS centered on the key goal of the proposed project:
effective policy analysis and improvement focused on human capital development and social
outcomes.

, ECS has developed the leadership among its constituents for this agenda. In a remarkable string
of coordinated initiatives by recent ECS chairs, past chair New Hampshire Governor Jeanne
Shaheen focused on early learning and Nevada Governor Kenny Guinn is focusing on literacy by
age 8. Now, 2002-04 chair Georgia Governor Roy Barnes will focus on “closing the
achievement gap,” defined by combmmg school readiness by age 6, hteracy by age 8 and
algebra by age 13. (For the first time in ECS” history, the chairman’s term is extended to two
years). To complete this comprehensive agenda, we hope to enlist ECS’ 200406 chairman in
the drive to make grade 14 the minimum expécted end point for all students in America. As
Hilary Pennington, chief executive officer at Jobs for the Future, says, “The task is to create
multiple pathways to and through the second year of* college not to reform the ‘one-size-fits-all’
comprehenswe thh school.”

In all of thls we want to help people acquire the ability to lead producnve engaged and
satisfying lives.
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1 STAFFING, FUNDINGANDGOVERNANCE

The partners in the Natlonal Collaboratwe for: ngher Educauon Pohcy seek a grant fora three _-' -
.year period. The Collaborauve will be launched Iate in the fall of 20027 This’ timing allows i it to_ S

build on the interest created by the: release of Measunng Up 2002 earlier in the fall. Onece™

. ﬁmdmg is secured, the partner orgamzatlons will: (1) 1den11fy states that will partlclpate m the L .

project; (2) begin pohoy analysis; and (3) create a cleannghouse and mfonnahon services:

- The Natlonal Collaboratlve wﬂl be adv1sed by a National Adv1sory Boaid. The Board wﬂl meet |
twice per year and provide feedback, guldance and assistance to the Collaborative, _Members. of

the board will be: drawn from. natlonal and regional policy organizations. In add1t10n, a workmg o i

group of the three organizational partners will meet quarterly to plan and 1mplement
_'Collaborahve activities.

ECS has recrulted a dlrector for the Nauonal Collaboratlve and has ass1gned a professional staﬂ’ Fo

- person who will, among other responsibilities, create the postsecondary educatlon cleannghouse'.'
Both these staff members will work with each of the six partlc1patmg states.
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A'ppendix I
The Educatxon Commxssxon of the States (ECS). ECS, a natlonw1de nonproﬁt orgamzatlon, 1s o
recognized for its ability to facilitate the exchange of information, experience, ideas and o
innovations for the improvemert of education through public policy. ECS? constituents mclude -
" governors, state legislators, chief state school officers, state higher education executive oﬂicers, o
members of school boards and boards of regents, business leaders and other education policy
_leaders.. ECS’ status as a blparusan organization, involving key leaders from all levels of the
education system, Creates unique opportunities to build partnérships, share information and
promote the development of policy based on the best available research and strategies. ECS,
with a staff of approximately 70, maintains its headquarters in Denver, Colorado. (For further
information about current ECS activities, please visit www.ecs.org.) ‘

‘The National Center for Public Policy and Higher Education (NCPPHE). The National
Center for Public Policy and ngher Education promotes public policies that enhance
Americans’ opportunities to pursue and achieve high-quality education and training beyond high

“school. As an independent, nonprofit, nonpartisan organization, the NCPPHE prepares action-

. oriented analyses of pressing policy issues facing the states and the nation regarding opportunity

. and achievement in higher education — including two- and four-year, public and private, for-

profit and nonproﬁt institutions. NCPPHE communicates performance results and key findings

- to the public, to civic, business and higher education leaders and to state and federal leaders who

-are poised.to improve higher education policy. Established in 1998, NCPPHE is not affiliated

with any institution of higher education, with any political party, or with any government

agency. It receives continuing, core financial support from a consortium of national foundations
that includés The Pew Charitable Trusts, The Atlantic Philanthropies and The Ford Foundation.

The National Center for Higher Education Management Systems (NCHEMS) Through its
30 years. of service to higher education, NCHEMS has been committed to bridging the gap
‘between research and practice by placing the latest management concepts and tools in the hands
of college and university administrators. NCHEMS is a private nonprofit organization,
preeminent as a national center both conductmg and translating research to meet the needs of
practicing administrators. NCHEMS’ mission is to help institutions and agencies of higher
education i improve their management capability. NCHEMS delivers research-based expertise,
practlcal experience, information, strategies and tools that permit an educational institution to
improve both its efﬁ01ency and effectiveness. These resources are provided through specific
projects, information services that reside in NCHEMS?® extensive database and publications that
disseminate the latest concepts, principles and strategies to a broad audience of researchers and -

administrators.
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" Appendix II
| o The Affordability Example | ._
The Measuring Up 2000 template consists of six categories of state perfqnhancé for higher .
education: preparation, participation, affordability, completion, benefits and learning. As

policymakers define the public purposes of higher education, we believe that each of these
performance areas is important and warrants more detailed policy analysis and explanation.

‘One example of this kind of work can be found in affordability, one of the six categories. -

In May 2002, the National Center for Public Policy and Higher Education released Losing
Ground: A National Status Report on the Affordability of American Higher Education. This
report documents the declining affordability of higher education for American families, through
national findings as well as state-by-state information. The report highlights the most recent
public opinion research on the affordability of higher education, describes state and federal
programs that benefit the middle class and offers profiles of current college students as they
struggle to make ends meet while attending various types of colleges and universities. Perhaps
- most importantly, however, Losing Ground identifies those public policies that the best .
performing states in the affordability category in Measuring Up 2000 used to achieve a high
score. ‘

Losing Ground is an example of the kind of policy analysis that would be undertaken by the
National Collaborative for Higher Education Policy. It provides detailed analysis of aspects of
the Measuring Up state policy template. It offers practical ways to conceptualize, measure and
compare state performance in higher education. And it examines specific policies that improve
or restrict state performance. : o '

The information and data gathered to create these kinds of policy .analj;sis will become part of
the National Collaborative’s clearinghouse on hi gher education policy. The identification of

promising practices will be used to inform policies and improve performance in the six
participating states. And the findings and results will be shared with policy leaders nationwide.

Appendix III

Some Next Steps for States:
A Follow-up to Measuring Up 2000

By Dennis P.Jones and Karen Paulson
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| x Fmancmg in Sync:

r

Allgmng Flscal Pollcy wrth State ObJectlves

Denms jones '

. While the priorities and methods vary from

-~ state to state, state leaders hold common aims

~~for thecitizens of their states. They seék a high

quality of life for these citizens. They-want them )

" to besafein thelr homes and on the streets; they
‘want. them to: breathe clean air and drmk pure
- water; they want them to have ready access to
" affordable health care. - They also seek economrc
. stability and self-suffi iciency for the citizens of-
- the state; they want them to have the means to
'"enJoy the beneftts ofa mrddle-class llfestyle

The achievement of thése desired ends is
- mcreasmgly depenident on the education levels -
‘of the populatlon. In order to reach the
objectlves of economic and societal well- -being,
more and more citizens must have at least some,

level of education beyond high school. Certamly, ’

- the kinds of jobs associated with advanced

' _earning power require levels of knowledge and

skill associated with postsecondary education.
But the need for advanced education extends

‘beyond the realm of economics:. it also extends - .
to the requirements of personal and civic life.

Day—to-day lifeis becommg mcreasmgly

_ 'compllcated-—note the soph:stqcauon required to
R .rnake mformed selectlons among the available -
health care optnons or telecommumcatlons

N ,__'_‘_prowders. Similarly, afunctlomng democracy

. _requ:res a cmzenry able to make mformed
. personal decisions about such comphcated
, "toplcs as globat warmrng, international trade,
.:and energy productlon/conservatron-—xand about
selectron of elected officials who must deal with

these issues as matters of natmnal p_olrcy. All .

ap L

' " these tOplCS reqmre a cntrzenry educated well
. beyond the levels of the populace of even a:

generation ago. .

. These conditions create situations in which
- states have a substantial interest in achieving: "

- & High rates of high school completion aniong

~ students'who have takenan academlcally
'-rigorous curriculum. .

N .ngh levels of college partncrpatlon among

- both recent hrgh school graduates and adult
‘learners.

n High rates of coll'ege'degree completion.

X An economy that employs a high proportion
~ of college graduates. :

In pursult of these objectives, states can (and do)
employ a variety of the polu‘.y'tFols' that-are
available to them. They create- systems of hlgher

educatlon institutions.ind putin place

~ governance structures and 'mechanisms designed

to ensure that these institutions attend'to those
aspects of the pubhc agenda which they can--

B 'substantlally mﬂuence. They establish

performance goals and accountabrhty
mechamsms intended to. focus attentlon on-—and
gain the achlevement of—these objectives:: At the-

. moment, this policy toolis being applled

pnmanly atthe elementary and secondary levels',' '
but mementum s galmng atthe postsecondary .
level as well. Theyestabhsh regulatory devsces )
intended to ensure partrcular lnstltutlonal )

-behaviors of asort believed to affect the ultlmate'
'attamment of these desired ends, *



Finally, and most |mportantly, they use the power "

- of the purse to influence mstltutlons ‘stidefits
‘and employers to behave in ways’ consistent with
the broader public purposes. Funding—with
regard to both the levels and the methods by
' _ '.:whlch resources are dlstnbuted——rs the dominant
policy tool used to affect hlgher education,
- institutions and the outcomes they produce

) _;,Fmancmg pollcy has rrsen to this preemment
--'_status for several reasons First, it sends the
' s_tronges.t-:srgnals. Re_gul_atrons can be bent (or
~ignored)and accountability requirements
.advantageously interpreted; their implementation
is largely at mstltutlonal discretion. But the
_'money ﬂows get everyone s attention, and they
are very much under the control of the provrders
not the recipients. Secondly, fi finance decisions
.. are revisited each tlme the state leglslature
_ meets, makin'g them'(poten'tially) a very flexible
tool Further in many states there are structural
reasons for this prommence. The only Ieglslatlve
- committees that consistently deal with higher
education issues in-some states are the monev;
committees. In.some states, there are no
substantive committees that regularly dealwith

governance, regulatory, or accountability devices :

as they specrf‘ cally affect the nature and

performance of-the higher. education enterprise.
Ih'some: other states, the education committees
handie both elementary/secondary and '

. postsecondary i |ssues inthese: settmgs K-1 2
education typically receives most if not all the

, attention. Finally, financing is the one policy that
,can be vrewed as more carrot than strck itcan
provude mcentlves in-an environment in which
the other tools are viewed as constraining and
neg_atwe..

While fmancmg policy is. potentrally the most
potent of the policy tools, itis seldom wrelded

..' Sl

-. effectrvely. lt tends to be apphed wrth a focus on .
" méans (mstltutronal weli< berng) wrthout

concomitant attention to the ends to be Y
achieved. And it tends to be focused on -
institutions as recipients of funds to the
exclusion of other: beneficiaries (especrally
students) who-could be more mstrumental in
achrevmg desired consequences. Or the pollcues

"-are so diffuse that the comulative affects are

‘negated. Whether-for lack of purposrve desrgn or
absence of alignment of the.components, states
seldom gain the level of lmpact throughuse of

~ finance policy that they rmght. The purposes of -
' thlS paper areto:

SN ldentrfy the drstmct elements of f nancrng

policy.

& Describe alternative forms ofthese elernents._

A l'llustr_at'e'the alignment of these policies in
the context of alternative State priorities.

The'intentis to provide gurdance to the
formulatlon -of policy.that encourages
educational outcomes consrstent with economic
benefits and an enhanced quallty of life for the

- citizens of a state.

The Elements of Fmancmg Polrcy

_ | F‘gure 1 describes the varlous entltues that have

a role in the financing of hrgher educatlon and

_ the nature of the pnmary relattonshrps among

them. Thrs fi igure calls attentlon to the fact that
most publlc mstltutlons get the vast majority of

their unrestncted operatmg revenues from only

two sources——the state and students. The.
dotted-line connections’ between mstrtutrons
and the federal government and prrvate sources
(individual donors, foundations, and '
corporations) acknowledge theirrolesas .



s

lmportant funders while recogmzmg that they

T "_rtYplcaﬂy are notmajor provuders of resources for -

N 'the general operatmg support of mstntutlons
,Funds from these sources most often are

o '_ '_i.provuded to mstltutmns with the stlpulatlon that
- they be used only in ways specuﬁed by the

—

~-..Figure 1. Fiow of Funds’

:Educatlon

- Appropriations/Grants

donor-—the funds are restncted The exceptlon i§
' pnvate glft money prowded to mstltuttons for
(restncted) use in'providing fif nancnal ald to.
students. ‘These funds areincluded in the
..dlagram as mstntutnonal aid to students '

Founda 6n:

T stuqen'tA;d(neaﬁctéd)' '

state-level ﬁnancmg pohcy as it relates to -
fundmg higher educatnon ‘must focus ‘on the
followmg components

Ap,propnatlons made dlrectly to _
:.mstltutions for support of general ‘
_: operatlons Such appropnatlons ‘may bé

}‘:"With -thts'brt of explanatron ut becomes clear that :

'Corporahon

' ,made in two categones base msntutrdnat
- fundmg for Creation and mamtenante of the
- 'educatlonal capaaty of the mstltutlon or:

: specxal purpose fundmg mtendedto promote. )
utnhzatlon of' this. capacrty inways desugned .
to achieve state pnontses (performance or -
mcentlve funds) Approprlatlons for capltal

' addltmns orrenevrrals typtcaily are made



separately and are not mcluded as part of the ' the Pell need based ald program} states can
dlscussron in this. paper._ S e o leverage therr own programs 8y lgnonng the : '
federal programs in the process of desrgmng s _

2" 'Tuutlo"n' and fee po‘hcy.’ Establishing therr own, states run a very hngh nsk of reducmg

sticker prices” for different categoriesof

“sticker prices” for ffle gd the cost—effectlveness ofwhatever programs
cre regarding a -

students as well as policies regardi g theyestabllsh

variety of fees.

_ ) _ While the prescription is straightforward—
3. State student financial aid po_!i.cy. State '

policies regarding funds made available to
students meeting certain criteria to reduce
the price of callege attendance to those
: students.'These criteria may be based o
% ffec_t?ng the student,

formulate policy in the four areas (within the |
context of federal pohcy) in. concert rather than

re ade sumultaneously, or turtlon and student

5 " ard decrs:ons But very rarely are all these
Cs or other pursuits), or
P - '-)3: . ¢ (appropriations, tuition, and student aid)

merit-based ard Ve LT . T
: ', cons Jered as a package. And in most states,

4. Institutional student financial aid »‘mstltutronal financial aid is treatedassomethmg
policy. Institutional.support to students for . above, and separate from those decisions more

purposes of reducrng price of attendance directly under the state’s pufview.

The reasons for thlS fack of congruence are qu
simple.- Frrst pohcy decisions in these areas tend
to be made by dufferent actors. State
governments make the decisions about
_appropnatlons to institutions.and to state

which case no “real money” changes hands®. . . . '
o o ° ) 4 9 A -.;student aid programs. Decisions about tuition ..
and the institutions realize less net tuition: ;

case the funds become expendltures bv the
institution) or of waivers of tuition or fees (in

s are frequently made by institutional ,
boards. although these decnsuons are reserved for -
the Iegrslature in some states. Decisionsabout . -
tnstltutlonal aid are fnost frequently leftto the .

income). Aswith state and student financial =
aid, allocations can.be based on either need
_or mierit, or a combination of the two.

':In addatnon to the four areas over which states institutions—although some states mandate the ;
_have: drrect control or strong 1nﬂuence, the - level and nature of fee wawers. Even when the -y
, |mportance of federal student fnanc,a| aid pollcy state lS mvolved inall four pohcres; mtegration
must be recogmzed Whllethe states have little - of decrsnons is rare..Each P°"CV areals '
-control over these pohcues federal programs are consrdered separately (especrally the student ard
so large that. states miust-consider their components), sometimes by différent '
) provisions in order to make wise choices about committees, and al most always.at differ‘éri_t_ o
the desrgn of thelr own programs. By taking times. And sequencing is irnpc';rtant;' the order of .
advantage of the federal programs (speaﬁca"y the decisions often affects the nature of the .

decisions.! o



-v_-'More lmportantly, the actors ‘often: have dlfferent
. objectives behmd the decisions they are: ‘making.
~ State decrsron makers are trymg to control
expendutures whlle rmprovmg broad accessand :

achlevmg one or more of the pnonty objectlves -

| :noted earller Instltutrons often have the
_ objectrves of maxumlzmg revenues and: achlevmg
'hlgher status among their institutional peers. h

 Different objectives and different roles in the .
decision processes often lead to decnsuons that

- have counterproductlve results, As examples:

""‘L Inan effort to constram expenses states
o reduce student ald fundmg aswell as
mstrtutnonal support at a time when
mstututlons are raprdly ralsmg tUIthl'lS in
order to maintain reveriue streams.

. '\ Student financial aid is administered as fee
waivers, and.as a consequence makes the
recipients ineligible for federal tax.credits.

A _States fail to intentionall'ﬁntegrate federal
Pell grants into the state need formula. -

. IS The desrgn of many state merlt—based

.. student aid programs is such that they reduce
the price of attendance toaset of students
who would enroll in (arid pay for) college
'anyway and often do not contnbute to the

: broader agenda the states are pursumg (i.e.

; they donot yleld improved partlcrpatlon _
{retentlon or graduatlon rates or the employ
'students i the state after they graduate)

Tuntron levels are held well below what most
students could afford and in thus process,
_strtutlons are depnved of the resources they
need 10 prov:de students W|th a hlgh-quallty
educatlon '

A Absent good tuition policy, changes in-tuition

tend to be. countercyclscal with:tuition ,
-increasing when students can least afford it
- and decreasmg when they can.most affordit.
This has the potential of leéading to political
mterference-pressure to held turtron downin ,
both good times and bad because there isno
' publlcly understood ratlonale for not domg
- S0.

s Conversely, participati_on and retention rates
canbe negatively affected when the price
exceeds the ability (or Vvillingness)'of

- students to pay the bills.

The net effect when funding policies are not

- aligned and get out of balance is that one or
- more of the maJor participants in the process are

’

put at a serious disadvantage: taxpayers pay
more than their fair share; students find higher
education becoming i unaffordable and opt out (to
their long-run detriment); or mstrtutlons faitto
acquire the resaurces needed to adequately fulfill

therr mlssmns The bottom line is that the funds

thatare sperit on higher educatlon do not yield
the results. that they might if fi nancmg pOllCY
were more purposive and more lntegrated

Effective fi nancung policy should s:multaneously
_ ‘meet several cntena.

A Itshouldbe remforcmg ofancl conS|stent
with stated priorities (for mstance, better hlgh
-'school graduatnon rates rmproved college '
preparatlon and partrcrpatron enhanced
retention and graduatlon rates and more
 “educational capital™in the state’s’
. populatuon) I states where the objectwes are
not clear, institutions have the luxury of
-establishing their.own priorities, the. sumof
which are not necessanly in lme with. state '
needs.



.-k The institutional capacity, necessary.to,meet. . -

the avowed priorities mustbe createdand
.. sustained. Policies that make it economically

- little.use if theinstitutions in the state do not
haVe_-the-. €apacity to accommodate them.

means of those who must foot the bill. The
combination of tuition and student financial
- aid policies must be such that price of

-possible for students to.attend college are of :.

‘The contrrbutrons requrred mUSt be within the"

attendanceis kept affordable for all students. -

Simuitanecusly, the level of state supportto
higher education must be within the capacity
_of-the state to raise taxes from varlous kinds

; _of taxpayers. .

- .All partres in the equation must feel that they

- aré being treated fairly and are getting (and - '

. giving) -their fair share.

» -The mechamsms must be transparent. The
fundmg flows amiong the entities must be
“ dlscermble so that decrsuons made by the
,dtfferent partres can be mutually.remforcmg.

- Achieving financing policy that meets all these '
.~ criteria-is by'no means easy, but itis not -

, __lmPOSSlble elther. In the followung sectlons,
some basuc pnncrples are provrded

s Factors to be Consrdered

’ The pnmary actors—-the state students and
' mstltuttons—ln the fi nancmg pollcy formulatlon
and rmplementatlon processes will _;udge the
results in dtfferent ways, accordmg to thelr own
pnorltles. Whlle itis nsky to presume others

- '-:jmotrves, the followmg llkely are close to the

1

~ ‘Result m mamtenance ofa system of _
) educational mstltutrons that have the
" :capaCIty to accommodate demand and yield
‘ the desrred educatronal outcornes. y

'Prornote 5e'>'<'plicit!v’the achievement of
_ specrf ed outcomes (these were listedina
_ :pnor sectlon)

) reﬂect the tax capacrty of the state and the
pnontres of the crttzens The realities of tax
capacrty and tax effort—combmed wrth a’

" Be affordable; Taxes'and their allecation must

States. From the perspectlve of states financmg

+.policies have to: e

realistic viewof state priorities—may leadto

conclusuons that more tax revenues, not
fewer, arein .order.

Be eas'i.lv-understood and defensible.

'States have two direct tools available to them—

drrect appropnatrons to support institutional
operatlons and allocatrons to students in'the

J
R4

form of fii nanaal aid. The real trick is to balance -

these two-and to desigh the specifics of eachi in

- 'Ways that yield'the most effectlve results.

,ln addltl0l1 to dlrect decusrons states can

infl uence,. |f not outnght control mstltutlonal

decnsnons about turtron levels and the Ievel and
nature of mStltuttonal fi nancral aid.

| Students Students _ludge f' nance pollcy
_ accordmgto. '

A Affordablhty ls net prlce (pnce of

attendance Iess student aid from all sources)
) reasonable relatlve to thetr personal or famlly

income? The lm_port_ant pornt.he_re is that net.

price has to be viewed in terms of students’
ability to pay. Wealthier students can affore



e
,

more than poor students and tuition and
. financial aid polrcnes should be tallored
accordingly.

k Value. Are they buymg access to somethmg
-worth the price? A fow price is no bargain if it

buys access toaless than adequate
educatlon ‘

lnstltutlons The crltena from the perspective -

of i mstltutlons are qmte dlfferent from those of
the resource providers. They typlcally seek:

A Adequacy of fundmg They want to be
assured that the revenues avallable—pnmanly
from students and the state—w:ll be.-.
suff‘ icient to allow them to fulfill thelr

. Missions.at. hngh levels of quality. And

. because there are no upper bounds on ..

_ ‘asplratlons for quality, it is diffi cult to
achieve funding levels admltted to be
adequate. .

A ‘Eqmty of fundmg Are all mstltutlons bemg.

treated falrly—not equally, but the same-—
- relative to their different needs7 If there are

'l__‘The State Perspectwe ;.-' 3

States allocate resources to hngher educatlon for
essentnally two' purposes First, they view higher )

_ educatlon as being in.the “general” pubhc
mterest and seek to create and maintain a
:System of hlgher education that can respond to

the demands of the state’s citizens. This focus

.on bulldmg capac:ty has been, and continues to

be, the dominant focus of state interest, It
largely explains the i mstltutlon—centnc nature of -
most state higher education policy, ﬁnances and
otherwise. For the most part, the creation and
sustenance of a public system. of hlgher

education has been cons:dered an endj m its own )

too few. resources to meet.all requirements, is

the shortfall spread falrly among all7 '

A Stablllty of. fundmg Does the fundmg

mechanisms yneld results that, are falrly
predictable from yearto. year and that are free
lfrom large varlatlons {es pecaally on the down
_ sude)"' L

Smce the obJectlve is to creéate coherent state

pollcy about the fis nancmg of higher educatlon, it -

lS useful to adopt the state perspectlve and .
nvesttgate the. bas:c elements of financmg
3ol|cy within the context of thEIF decusnon- N
'nakmg domam _

 likely choice) or students or both. T‘hlS

presented in Flgure 2.

right. More recently, some states have come to
see higher education a<a critical means to '
important state goals’ (of the kinds. mdlcated
earfier in the paper). In this context states’
provide resources to h!gher educatlon in,
amounts and ways mtended to.promote .
utilization of the Created capacity in Ppursyit of
specified state pnontles In sum, states fund
higher educatlon to buz/a’ core capacity (general
purpose fundi ling) and ut///ze capacity to achieve
stated gaa/s(spec:al purpose fundmg)

e T AT T

In pursunt of these obJectlves states can focus
their policy attentlon .on either i mstltutlons (the

TIRYCE

combination of policy objectwes and pohcy
focus canbe descnbed by the ssmple matrlx




. Figure 2. State Financing of Higher Education: The Policy Options .
ST N ~ policy Focus ' o S
- Poli‘cy_().bjective_s: ot T .
' . . Institutions Students -
-Capacit'y' Building -~ - }-"Base l?i_us Tuition and Aid Policy S

"[- Formulas

Focused on Revenue -
‘Generationr .

Capacity Utilization/. .
The Public Agenda .

Asa way in_t';ylthe_discussion, itis useful to view "

funding for cdpacity building ;ebarate from that
for capacity utilization. In each case, the
approaches to financing and the incentives

: assqtiated wiﬁh'each are briefly described.

Funding for Capacity. Building. As “owner-

operators™of the state’s public system of High_e_r :

education, the states have considerable interest
in ensuring an adequate level of funding for
- thése institutions. As reflected'in Figure 1,

.. | Performance Funding

Tuition and Aid Policy '
Focused on Attainment
 of Specified Outcomes’

_'- Need-‘-B‘aﬁ_éd

- Meﬁf—éaséd

funding for institutions comes from the state
through appropriations for generalinstitutional
support and from students through tuition. As a

. generalrule, the higher thelevel of state support,

the lower the amount of tuition revenue and vice |
versa. This. 'relatio'néhi‘p at the national level is
revealed by.the data.in Figure 3, whiich is drawn - -
from a recently released institute for Higher
Education Policy report, ‘Accounting for State.
Student Aid: How State Policy and Student Aid
Cohnei;t."_z o -

Figure 3. Change in-'Re'.éident-'Und_ergraduate Studen't-Charg'es, and State App'i'opi'iiatio.h"s-,‘ :
Public Colleges and Universities (1990-1991 to 2001-2002)
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- The complete equatlon (agam as reﬂected in
._ -Figure 2] mcludes funding for student aid that.
--'serves to affect the price of attendance,

: __:.recpgnizing-that--'stbdent aid comes from the - - .

federal goVernment and the institutions
. themselves as well as fromthe state. The '
balancing act that states engage in requires them

..., to-ensure ade_quate_ funding for institutions while

. limiting taxpayer costs, insofar as is possible,
and creating financial aid mechanisms that
ensure that college. attendance remams
-affordable for all citizens of the state. The ,

‘ _-secon_d,e,lemen_t is especially tricky, in that it
requires consideration of federal and
institutional student aid programs as well.

R behavior depend on the rnechamsms by whrch
“new money: is- allocated Since. enrollment

. increases are the primary rationale for base
-~ funding enhancements_ (except,for..cost,—of—ll.vmg '
-+-adjustments), there can be modest incentives for

:.improving participation and re_.tentlon rates.

However, unless funding for growth is bath -

“predictable and reasonably. generous, institutions

may well eschew growth fora comfortable status.
quo. Asa corollary, for there tobe anymcentrves :

' .m baséZ plus approaches there has to be some

The question facing states is not just howmuch . -

' money to allocate to institutional supportand
student financial aid but also howthat money

flows—what are the decision rules that governits

dlstnbutron7 These decision rules are critical, not

o Just because of their effect onthe bottom lines

" toall the parties at interest but because of the
mcentnves for behavior buned in these allocatlon
K mechamsms These incentives (or dlsmcentlves)
) .apply to students as well as to institutions.

By far the majonty of funds that ﬂow from states
: :-_':._.to higher education take the form:of state -

_‘**appropriations to institutions (the upper Ieft—- :

] hand box in Figtire 2). While the specific-
mecha_nlsms through which these, funds are
allocated are as AUMerous as the states -
themselves, at root théy are of two generat ..
ofms. First is.the. base—-plus method, in Wthh
theprlor year’s fundmg is taken -as the starting
th_int-"and'adjus_tments.a_re-made toreflect. . . -
Ghanges in, cost—of—hvmg and indemand levels
;-eSpecially numbers of students served This.
ij.m'ethod is. fundamentally arecipe for mamtalmng_
. the status quo. Any inceritives for changed

plus in the equatlon

.The generlc_altem.a.tlve is aformula approach to

the allocation of state resou-rCes to institutions.
The géneral formi is: . -
$/unit of base fador 1

units of Imse facor l X +
- units of base fador 2 % /umit of base fador2 4+ -
' unils of base lador n3 Tx Sluni’l of basefadorn. =

TOTAL

In these formulatlons the typrcal base factors
are such thlngs as FTE students taught (wrth
distinctions made for different course levels and
disciplines), head—count students served size of
the physical plantto be mamtamed ‘and so on.
Formulas do create mcentrves for growth
although Aot always in ways consudered desrrable
or |mportant in the broader conte)tt of state

‘ pnontres For example, as typrcally constructed

) formulas createi mcentlves for mcreased course _

enrollments rather than course completlons and '
forexpansron of a physrcal plant rather than fOr
its eff‘ icient utllrzatlon. Because the werghtmg

“-factors {the $ 7/ unit of mstructzonal Activi ivity) are
. usually derived from historical data father than

established as. mtentnonal polrcy levers, formulas '
can unwrttmgly create incentives that yield

-unintended consequences for example, missron

creep: or program prollferatlon prompted by an -
interest in teaching courses that are more nchly -
rewarded in the formula fusually graduate rather -



than undergraduate courses in the same field). -
* There dre ways to make forfnulas much more

intentional and related to state priorities (for \

-example, by rewarding course completion rather - = -
: than courseenrollment and by establishing

e v'veighting: factors as a matter of policy, not .
- history), but this-would require a substantial

+ deviation from common practice.

. There is also a set of polncnes focused on
students-—tultson and student financial aid/fee
wawer pohcnes—that are mtended specuf’ caliyto

yield the revenues necessary to prowde an.

- adequate level of funding for the state’s.public
system of higher education. Amongthe

. decisions in this arena are: »

L

Base mstntutlonal tUltIOI'I for
undergraduate students. Smce the very

~ large proportion of publlc institution

operating funds comes from state
appropriations and tuition, revenue required o

. from tuition often—intentionally or
-otherwise—is derived as:. |

- mshiuhonal requirement —

state appropriafion =
reqmred lumon revenue

" ... Tuition most llkely isto be a derivative of

.appropnatlons whenthey are changing

sugmf icantly. When appropriations. have risen
sharply, tuition level often are stabilized and,
in some cases, reduced (the experience.of

_..'Virginia and Calif‘orniai-in the mid-1990s is .
_ lllustratlve) When appropnatuons are sharpiy
: ~curtalled tuition mcreases arethe norm. The

fact is that states (and lnstltutrons) “back .

~into” tumon policy.asa denvatlve of .

decaswns about’ levels of state

. approprlatlons.

S Mandatory feas:: Fees represent an
-additional sou rce of revenues from studer’
the distinction being that the procéeds fro._s

fees dre typ_lcally set aside for specified uses.

" Thus, fees becoiné designatéd or restricted
~ forms of tuition; whereas base tuition is

typically unrestricted: Regardless of

. designation, the distiriction is lost on the
-student; it all looks the sarne' to the individual
paying the bill. From the institutional point of
“view, these resources are essentially funglble. '

Use of restricted fees for the desngnated

'purpose often frees up resources to be

allocated e_lsewhere. As aresult;itis useful to

+ think of fees-as an additional form of t'uition.',

rather than as something separate.

Out—of—state tultlon There are many

: partlcularly attractive by oGt—of-state s

students. In such circumistanices, institutir |

arein.a position to charge what the marke .
will bear. This creates conditions in which

tuition revenues from out-of-state 'students
can be considerably mcreased with no

~ associated addttuonal costs of i mstructlon. o

Differential "tuition.- in this arrangement,
- institutions charge higher rates of tuition for
- enrollees in selected programs. This strategy .

works only when there is more deimand for -
thése programs than can be met. This, too, is-

~.aforin of charging (up t6) what the'lnarket S
: wull bear, allowirig institutions to mcrease
_revenues with no add|t|onal costs of
© ' instruction. Within. hmrts this is often v:ewed
- positively bylegtslators and governors as well

since these tuition fevenues.cin offset _
requirements for additional taxpayer suppoit.



=N Scholarshlps and walvers. There is a class=-'-

. of aid'that is alfocated on- the basrs of neither
need nor specral talent. Such aid is-a.discount
to-tuitioh, utilized only to boost net tuition

" freveniesto the institution. A frequent

B 'appllcatron is to reduce out-of-state tUltIOI'l
to students fiving jUSt across a nearby state

: 'lme—effectrvely treating local students who. -
happen to five across the border as in-state

- 'students. ' ' '

~ Allof the above are variables that can be
- ad_;usted inan attempt to increase the level of
: _-revenues ﬂowmg to mstltutvons There canbe
-unintended consequences to- these decisions,
however, particularly as these decisions affect
‘affordablllty of education to citizens of the state.
In judging affordablllty, the determmmg factor is
- price of attendance (tuition plus, other costs of
' attendance less scholarships and waivers)
: _relatlve to ability to. pay- Note that tuition levels,

' by themselves, are.only one piece of the puzzle.
Low tuition does not necessarily equate to
afferdability; the associated costs of attendance

" may push the overalt price beyond some
s-t'udents’ abilit'y to pay. Similarly, high tuition
‘does not preclude affordable education, buta

i good ﬁnancral aid program is required in order to
::.-"__".brldge the gap for some students '

: : lt can be argued that high price of attendance |
_.ls,_'courage_s' access. This is-especially true
mong ﬁrst—generatlon or low—mcome families,
tho are often averseto borrowmg to pay for a
ollege educatlon. Asan altematwe they work
ore, thus lowering their charices of
successfully campleting college. Low.prices of
attehdance can lmprove partlclpatlon by -
remowng the economlc barrigrs to college
attendance. Economlsts might argue that cheap
educatlon has a potentaal downsude—rt can

.
l‘ .
i

YR

rernove some of the incentive for timely
complétion of courses and degrees, If 2 low price
of attendance translates mto low net tuition.
revenues for i mstxtutlons it creates condltlons )
under which colleges or unlversmes

either become overly dependent on the state as a-

source of revenye—and become | partlcularly
susceptible ta the vicissitudes of the economlc

" health of state government—or have madequate

resources.

' The questlon of price of attendance becomes '

even more compllcated whén dlfferentlal turtxon
rates come into play. W‘thout the'safety net of

student aid, this strategy can limit programmatlc
access for low-income students.. States employ

the concept of dlfferentlal tumon ona

systemw:de basns—frequently actmg to rmmmlze

the price of attendance at the lowest cost
institutions (frequently commumty colleges)
whlle allowmg the pnce of attendance at hugher

" cost mstltutcons to rise. Dependmg on

enrollment patterns, this can moderate student
aid costs statewnde.

Funding ,for Ca'pacity Utilization g
While most attention has been glven to. fundmg
for capacity bunldmg—pnmarlly ondirect

) appropnatlons to institutions—some states have

taken steps desngned to mﬂuence the use of this’

L capacuty in pursult of key state goals. In thlS C
arena student-—orrented fundmg tends to be a

'larger plece of the actlon than lnstltutlon- :

onented fundmg, although the mstltutlonal

component tends to have a clearer focus. The

mstltutronal component takes the form of -
perfonnance fundmg pa,yment to mstrtutrons
that'is condltlonal on therr achrevmg (or makung
demonstrable contnbutlons to) identified state "
pnormes. Such mechamsms can be tallored to .

-



- specific priorities, for example, by rewarding-. ..
- '-'eollegesand universities. . L

- i‘nstitutio'ns that:

Recrult and. enroII students from
underrepresented groups (as deﬁned by race,
o socnoeconomrc status, geographrc ongm and
o so forth) ' '

| N

: lmprove retentron and graduation rates..

Respond effectlvely to workforce
development needs of in—state employers.

Partner with local schools to improve
o _grad‘uation rates and learning outcomes of .
. the K-12 system.

" Theoretically, the design is straightforward.

" However, performance funding has yet to prove
. to be fully effective. This is often due, ln part, to’
the poor spec:f‘ cation of the objectrve to be
pursued, as_well as aweak understandmg_ of its
underlying rationale. ftis also a fu_'nCtion of the
very limited resources typically allocated on this
* basis. The capacity-building/base-funding

component is s0 large that it swamps the
performance component. All institutional energy-
gets focused on maximizing base-funding
.revenues; if they do well there, the performance
- componentis of little consequence.

The student—focused counterpart to performance
'fundlng is student ﬂnancral aid of vanous forms.

. State student aid programs are typlcal ly

" drchotomlzed as either need-based or merit-

' based itis perhaps more useful to treat- them

" both as forms ofaid desngned to achleve
partlcular-—but dlfferent—-ob_;ectwes So—called

E need—based aidi is desngned 10 ensure that

' students are not. denled access because of thelr
fmancral circumstances. The objectwe isto

' ensure,that. the poor as well as the wealthy c,an'

(and:do) gain’ access to the stafe’s public

&
o-—called ment—based student f' nancral aid is a- w4

:_smaller-—but much more rapldly growing—

component of state funding’ for hlgher education.
'lt is also a very popular component. Historically, _

it has been used to attract students having

partlcular talents——m athletlcs music, or other

pursuits of particular importance to the state
and/or institution. However, this component can

_be tailored in many differentways to address -
- specific eeds. One construct provides loan
~ support to.students in specific fields of study -

that are forgiven if graduates practice their -
profession in the state for a specified périod of
tim'e_'. The much more prevalent version features |
programs modeled after the Georgia. HOPE

-scholarship program in'which students are

rewarded for good academic performance m hrgh
school and mamtenance of that level of
performance in college (typically a B- average)

" Their political popularity may in fact be Justrﬁed,_'”_

they may create incentives forimproved.
academic performance in high:school and -

- remove psychological bariiers to college -

attendance amiong students who previously
considered college aut of the question. _
Dependmg on the specifi cs, however, they may B

: also.

v Go tostudents who would have attended

: college anyway

'. Reduce the prlce of attendance for students o
who can afford full price. B

l(eep studénts in-state who would hormally-
have attended an out-of-state institution.
' Thrs is directly beneficial to the state only |f
these students remain m-state after .



_ graduatiogi. jt may be mdrrectly benef' cial lf
excellerice in the student body enhances the
quallty of the state’s educatlonal enterpnse.

N Create condmons under whsch mstltutions

......

~In short these programs are probably more

effective in altenng patterns of attendance than

- changing overall rates of attendance. They also

. serve to shift costs from students and parents to
taxpayers. Even if they do not have these -
negatrves they should not be viewed asa

replacementfor need-based aid. Just as

rp performance-based fundmg is an adfunct to core

institutional fundmg, so IS ment—based aidan
adjunct to aid dlrected at ensunng affordability.

itis predommantly ment—-based aid. McPherson _
" and Shapiio’ argue that even when advertrsed as '

need-based, it has become i mcreasmgly merit-

B focased wrthln the need—based component 3

Thus rt may reshape attendance patterns across
mstltutlons butis unllkely 6 substantrally
improve either partlcrpatron or affordabrllty The
exceptlon i$ for those students who are both

) umquely talented andpoor. Some students but-

seldom'the ma_lonty, fall into this category A
larger problém is that such funds ; rea}locate

resourees mthma smgle institution. rather than
- across mstltutlons Itis likely that the- largest

nchest mstttutrons also have the highest .

. proportlon of students-who need no financial

" Itis probably best to think of these two different

o types of ard as lllustrated in Frgure 4,

Flgure 4 Relatlonshlp between Need—
Based" and “Merit- Based" Ald

B Need-Based , | ll/lerit-Based :

ThlS dsagram mdlcates that typical need based
programs also- apply toa subset of students who
Jaave a sought—after academic Fecord orother
,talent and some ment—based ald goes to :
students who have reaf ﬁnancral need. The
des:gn objectlve should probablyhe to achieve
greater overlap—for example by combmmg
need— and ment—based factors ' '

Before leavmg thls sectron itis |mportant to
qmckly note the rmpact of institutional aid. First,

~

assistance while the poorest students attend
mstltutrons with the least .capacity to provide -
mstltutlonal aid. Delegatmg the state _
responsrblllty for assuring affordabrllty to the
collective actlons of mdawdual mstltutlons does
notyield the same resultas.a statewnde student
assnstance program.

Whenallj is said and done the requrrement is‘not

to choese one component of polrcy andi igniore

" ail others; rather.the requlrement is for policy -
" alignment and. mtegratron Only one piece.needs

to.be out of syncto Jeopardrze the whole )

-framework. A financial ard is too generous it

lends encouragement to unnecessanly large

mcreases In price of attendance (tuutron) if too

hmrted or too focused on* ment, |t can make

. 'participation unreallstrc for low=i lncome

‘students. if tUlthl'l is.too low the state can leave

federal money on 'the table—and without some -

form of need-based aid may still i notensure that

-adequate fevels of mstttuttonal fundmg, students .

overall price of attendance is affordable Finally,.

unless the combmatron of appropnatrons and net

tuition revenues s SUWCIGI‘II' tO generate

may be provrded access to an mfenor edUCatron

L L SO




.' Objectlves

i the| prevuous sectlon vargous approaches to
'fundlng were dlscussed along with the kinds of-

o behavnors that these dlfferent approaches '

_ typlcally eluc:t. ThlS sectlon starts w:th the
5 objectlves to be achieved. and descrlbes
o :: ﬁnancmg polucnes thatare consustent wnth these
- ends The listing of state’ objectives is the same
| as that enumerated in the introduction. '

““High- School ‘Completion: |
- ‘High Rates for Students Who Have Taken
am Academlcally ngorous Curnculum
" Achievement of this objectlve is pu rsued almost
. entirely through measures associated with
" capacity utilization comporients.of financing

pollcy Asa consequence , there is. an underlying -
" @xpectation that basic capacity exists. As

- examples:of ways in which performance funds
-could t_)e allo_cated in support of this objective:

A Institutions could be rewarded for increasing

* dual enroliments and mcreasmg ‘the numbers

" of high school students in a responslblllty

Allgmng Financmg Polucues wuth State .f'ﬁ "

schools can they |mpact thls set of desured .
’ outcomes.

College Partlctpatton

'High Levels for Recent Hrgh School

Graduates and Adult Leamers

.The strategles for accomplishing this objective

are more complex and involve both capacity-

building and capacity-utilization comp_ments of -’

financing policy. Key elements of the strategy
include the f'ollowing. ' :

1 Ensure that there is suff' C|ent capacrtyto

- area” who successfully complete an advanced |

academic curriculum.

Regional P-16 eouncils'could be rewarded for
. the collective efforts of K-12 schools and
colleges when an mcreasmg proportron of
L students inthe regton are taught by teachers
_ certlf’ edi in the field; complete an .
o -.academlcally ngorous cumculum graduate
o from hlgh school or enter college. :

Note that in this case; iricentives have to be -
. prévidedto an éntity other than a higher -

' h education institution, since colleges actmg

-.umlaterally cannot have a S|gmﬁcant effect on.
these outcomes. Onlyin partnersh_lp with K-12

accommodate the desrred levels of demand
i through state appropnations and tuition
revenue. The nature of this capacrty needs
- ‘ con5|derable delrberatlon, as it may consrst of
the creation of Ieammg centers and drstance :
delivery capacity in addition to (or in place of)
-enhancing capacity at existing institutions.
“The obvious paint'is that participation rates,
cannot be .impro\‘red if access is denied for.
lack of either basic capacity or appropriate
capacity (that- is, the e)tcess capacity Is in the
- wrong place or of the wrong kind). It should "
be noted that capacity can be expanded by
contractmg (or makmg other fi nancnal :
arrangements) with either independentor -
-out-of-state institutions to provide access to
_ students who would otherwrse be denied.
Arrangements ‘that are intehtional and:”
" .developed asa matter of state polrcy-—such
as the student exchange programs operated
by WlCl-lE and other regional compacts—can

bevery cost-effectlve, partlcularly in eptsodlc :

or exceptlonal dernand: cycles

Ensure affordablllty is mamtamed for low— :
income students via a combination of turtlon
and financial'aid policies. Fi Financial aid for -
part-time students mustbe a .i:ons.ideratio-é'

.



lmprovmg partsc:patlon of adult learners is a
consideration. Further, if capacity is an issue,
: ﬁnancual aid for students attending private
i institutions should be consrdered :

Ny Alngn performance fundmg wnth thlS
- objective. There are varratlons on this theme

- For example, institutions can be rewardedfor .

:-increasing: the number of studerits from

underrepresented groups (race, SES, countyof . - .

‘origin) enrolled or the level of. contract
educatlon services provided to employers

A Create features in the base fundmg

component that gwe mstltutlons mcentlves |
to enroll- underrepresented groups. if base-
plus funding is the mechanism, the '
enroliment growth numbers can be adjusted
by weighting additional enrollment of some
kinds of students more heavily- than others.

" The'same idea:can be. applred in formula
funding states.

4

High Rates of Retentlon and Degree

Completron .

There is awide range of potentral tools that can
be employed to encourage both students and
institutions ta put a higher pnonty on degree
‘completion. They cutacrass all guadrants of the’

_ dlagram in Flgure 2. Among the elements are:.

K- Ensunng that llmlted capacnty is not a barrier
) _to'successful progress. At the- mstrtutlonal
level this means for example, ensurmg that

- ‘core lower-dwnsaon courses have enough

. sections sothat no, students are turned away.

AL the system level it means, ensunng that

;—.:.-,'-.there are suffi cnent slots in four-year

',::mstrtutlons to accommodate commumty

. -éotlege transfers as well as. nauve freshmen.

-~

L Ensunngthat affordabrhty is maintained and
that net price of attendance does not Create
v an economlc barner to contmued enrollment.

O Creatmg incentives fori mstltutlonal attention

-+ to this objective, in several forms. .
Performance funds can:be allocated to
~institutions that i Improve (or maintain high)

. ‘retention and graduatlon rates. A more radical

possnbllrty is to count only course .

completions rather than- -coyrse enrollments

in calculating base: funding for i institutions—

an idea nowtiere embraced i inthe US., butin,

practice in the .U:K. It must also be recognized
- that this‘is not necessarily the answer; high

~ course completion rates may:riot translate
. into srmllarly hlgh rates of program
completton. '

A Creatmg mcentnves for completlon focused
‘on-students as.well as on institutions.
Performance requlrements can be huilt into all
_forms of student aid, mcludmg need—based
aid: As an alternative, institutional
performance fundmg programs can be
desrgned in such away that funds are shared
byi Institution and. students {for example
students who enter as “at-risk” student_s
receive a eash rebate attime of program X
completlon) '

There are many ways to conﬁgure f‘ inance poltcy :

in this arena. The necessity is that.the objectlve
be clear and that: thei incentives in the various
mechamsms be consrstent and lead in the

: mtended dlrectlon
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'Educatlonat Attamment and Employability: -

Economy ‘Employs ngh Proportion of

_:_ __College Grads. Wlth ngh Levels of
“Education Attainment :

# .- jn many ways this objective'depends more on

finance pbligy-as* it aligns with economic

. development than with higher education.
Educational institutions can:accomplish the prior -

three goals in states that-have economies
incapable of absorbing the graduate. The result -
is:a mass out-migration of highly educated

citizens. In this environment, the challenge to
_higher education is to effect steps designed to

. diversify and 'expand'the' economy of the state. In
‘sotne cases this may be a ‘capacity. question—do
-the institutions have the wherewithal to provide

entrepr'en'eurship programs or.to compete for
research funding that has the potential for

econoimic development spin-offs?

In more cases, such benefits are prompted
thrbdgh performance funding mechanisms of

. various kinds. As an example, lnstltutlons can be
' rewarded for: .

N increased e'mp_lo'ym'ent in spin—off companies.

A Increased fevels of busmess and lndustry
- trammg S

- lncreasing' graduates of selected. fiel'ds who

remam in the state for at least X" years.

A more durect mcentlve is to ailocate a fixed

percent-of state revenues (or revenues froma

‘ partlcular source) to. highier- educatton This

provndes a du'ect link between an tmproved _

_ econqmy and benefits to hugher. edu.catron.

Affordability

The notion of affordability has run through all

_ the prior discussions. itis not an'end unto itself,‘

but lt isa lmchpln to the real ends that the state’

-deems most lmportant. The other. objecttves,are :

unlikely to be achieved if substantial portnc\

. the state’s population cannot afford to go to

college. The available options and some

comiments about each ar'e""listfed befow. " .

~ Low prices of attendance. This averiue

places a substantial burden on taxpayers and
_ subsidizes the high propertion of students
) who could afford to pay more. It removes the
- economic barrier to access. At the same tlme,
it provides no impetus to high performance
and tlmely completlon.

b Need- based fi nancnal aid. Need- based

grants improve affordablht_y for low—mcom_e
students. As a consequence they remove.
economic barriers to participation. Thelr
.presence allows institutions to raise the pnce
of attendance. This is not necessarily bad; th:
result may be an increase in net tuition, '
revenue that assures avallablhty of neeoc .7
capacity wnthout a diminution of affordablhty
Without special design features, typical need
based programs provide rio incéntives for
high performance, retention, or completion. .

" & Merit-based student .financ,ial -aid. As

_noted earlier in the paper, broad-brush rnerit
aid programs typ«cally channel resources to.
students who do not have financnal need
They are devices for ch-annelmg_ students tq
particular (types' 60 'institutipns rather than. .

' enhancihg participation by students who' "
otherwise would not attend. Their provns:ons
can créate jincentives for higher performance
since they usually require mamtenance ofal

average for continuation. This feature, .
however, may discourage studénts from son
of the more challenging academic ptxr;-



ThlS approach if wrdespread can encourage
mStltUthl’lS to ralse tumon a partlcularly
unfortunate consequence if need-based aid is:
inadequate to malntam an affordable price of
attendance for students who do not quallfy
for merit aid.

) Also as noted earller in the paper itis possrble :

" to narrowly tailor such: programs‘to'achieve .
‘particular manpower development and -

"’ employment objectlves Such narrowly constried -
problems seldom require- heavy financial
mvestments and do not prowde a substantial

~ ithpetus to mcreased tuition levels. As a

-'consequence the negative implications for

: -'need—based pregrams are smaller.

N Loans Loans are an alternatlve form of self-
help rather than a form of aid. If loans are
usedasa replacement for work—at least work
beyond 15-20 hours a week the level at
which work becomes an obstacle to
. Successful retention and completlon—they
may bea Positive factor. Because most
students who drop out doso earlyin their .
college careers, relrance on loans at that
- stage may be problematlc it may create
- condmons in which there is a high likelihood
. - that they will acquire debt but not a degree—

R help through work, 'the ultimate state

: objectlve of retention, comipletion, and
*; "entrance into hrgh-end employmentls N

unllkely to be achreved

Work—study Work—stutly is the: largely
forgotten.form of financial aid. Like loans, it
isa form of self-help rather:than true aid.
- However, it can be arni important * “performance
o enhancer” ifit serves to focus work time on
' meamngful academrcally related tasks rather
than unrelated tasks. Ways of lmkmg work-
' study fundmg to more meamngful jobs inside
the institutions andin.places of employment
~ where students can. -engage in mtemshaps and :
other forms of work related to their academlc
-fields is an avenue that deserves much more
-attentlon thari it has heretofore recerved

Conclusions

" This paper has outlined the broad afray of

the worst of ali crrcumstances. Loans make . '

more sense in an academlc context if they are -

used to fund students partticipation after they
- have developed a successful academlc track

" record. ;

There is much conventlonal wusdom but not
.a lot of research, that mdrcates that the
-.necessrty to rely on loaris drssuades :
partncrpatlon of some groups, pamcularly .
. low—mcome students and students of certain
",cultures ifthe alternative i is mcreased self-

fi nancmg options—both institutian focused and
student focused—avallable to states. Hopefully,
it has led the reader to the conclusion that there

“is no single rlght answer. Design of fundmg

pollcy depends ina very substantial s wayona.

state’s crrcumstances andits agenda for change’
andi rmprovement. But generic rufes hold Cost—
effectwe polrcy requires: '

A Clear understandmg of pnontnes to be .
pursued

Creatron and mamtenance of the capac’ty that .
allows pursurt of these goals -

Careful ahgnment of fundlng polrcres dealmg
with a appropnatlons for institutional support,
' turtron and appropriations for student
financial aid (recogmzmg the mvolvement of-
both the federal government and i mstrtutlons
“inthe latter).



..Only if these policies dre structured in sucha=- -

... way that they are mutually reinforcing around a; -
- . comman objective (or related set of objectiVes)\ Ll

will their full benefits be realized. -
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